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EDMONTON, ALBERTA 

Three subsidiaries of Canadian Utilities Limited — 
Alberta Power Limited, Northwestern Utilities Limited 

and Frontec Corporation — are headquartered in Edmonton. 
These three ATCO Group companies are major contributors 


to the region’s strong economic growth and development. 


CU 


po 
CANADIAN UTILITIES LIMITED 


An ATCO Company 


Canadian Utilities Limited is an investor-owned Alberta-based company, 


active in three major areas of endeavour: 


ELECTRIC POWER OPERATIONS: 


Canadian Utilities’ subsidiaries, Alberta Power Limited, The Yukon Electrical Company Limited and 
Northland Utilities provide electric power generation, transmission and distribution to customers in north 
central Alberta and parts of the Yukon and the Northwest Territories. CU Power International Limited is 


an independent power producer with operations in Canada, Great Britain and Australia. 


Alberta Power Limited 
The Yukon Electrical Company Limited 
Northland Utilities (NWT) Limited 
Northland Utilities (Yellowknife) Limited 
CU Power International Limited 


NATURAL GAS OPERATIONS: 


Through subsidiaries, Canadian Western Natural Gas and Northwestern Utilities, CU provides 
natural gas production, transmission and distribution to Alberta industrial, residential and 
commercial customers. Gas gathering, processing, storage and gas supply procurement 


are the key areas of operation for ATCO Gas Services Ltd. 


Canadian Western Natural Gas Company Limited 
Northwestern Utilities Limited 
ATCO Gas Services Ltd. 


TECHNICAL SERVICES & FACILITIES MANAGEMENT: 


Frontec Corporation provides project management and technical services; operation and maintenance; 


technology transfer and training services to the defence, transportation and industrial sectors. 


Frontec Corporation 


An ATCO Company 


FINANCIAL HIGHLIGHTS 


CONSOLIDATED ANNUAL RESULTS 
(Millions of Canadian Dollars except share data) 


1997 1996 
FINANCIAL 
Revenues ce <5) ea elie aosie Gh Se Sise te ee eae a ee 1,927.6 1,813.1 
Earnings attributable to Class A and Class B shares............. / 181.5 1713 
Total assets case hae s ce Wedes Ss ee Per ne ae ee 4,090.7 3,936.6 
Class A and Class B shareholders) equity =...55e 2 eee ee 1,245.4 1,195.9 
Capital expenditures —-net i. gee oe oe eee 353.8 257.6 
Cash flow from:operations: 24 -2ae octet: trea eee en eee 401.6 383.0 
CLAss A NON-VOTING AND CLASS B COMMON SHARE DATA 
Farnings-per shares inc sa 0s. ee oes ee ee 2.85 2.68 
Dividends: paid: per-share in. coe oe ee ee ee 1.56 1.48 
Equity per share 06:05. cacceabotiee net oe ot en eee 19766 18.70 
Shares outstanding: «cin cca =. wise teens aera yet nen See arene 63,339,685 63,970,505 
Weighted average shares outstanding fy...32c1-) une 63,714,222 - 63,940,153 
CONSOLIDATED QUARTERLY RESULTS 
(Millions of Canadian Dollars except per share data) 
(Unaudited) 
Three Months Ended 
March 31 June 30 September 30 December 31 Total 
1997 644.3 400.8 368.0 514.5 1,927.6 
Revenues... ese. eae eee 
1996 563.0 385.5 345.8 518.8 1.3131 
Earnings attributable to 1997 65.3 37.7 26.8 51.7 181.5 
Class A and Class B shares 22.7 4-055 
1996 66.4 31.4 23.8 49.7 3 
Earnings per 1997 1.02 0.59 0.42 0.82 2.85 
Class: A and: Class B-share’ ne sciseiereers 
1996 1.04 0.49 0.37 0.78 2.68 


(1) Because of seasonal fluctuations, particularly in the utility operations, 


quarterly earnings are not indicative of full year results. 


CANADIAN UTILITIES LIMITED 
1997 ACHIEVEMENTS 


ALBERTA POWER LIMITED INTRODUCED FLEXIBLE RATE OPTIONS FOR 
INDUSTRIAL CUSTOMERS. 


CU POWER INTERNATIONAL LIMITED AND ITS PARTNER ARE NEGOTIATING A 
POWER PURCHASE AGREEMENT IN ORDER TO CONSTRUCT A 240 MW 
COGENERATION PLANT AT PORT ALBERNI, B.C. 


NORTHWESTERN UTILITIES LIMITED SUCCESSFULLY NEGOTIATED A FIVE YEAR 
RATE AGREEMENT WITH CUSTOMERS IN 1997 AND CANADIAN WESTERN 
NATURAL GAS COMPANY LIMITED IS NEGOTIATING LONG TERM RATES WITH 
ITS CUSTOMERS IN 1998. 


ATCO GAS SERVICES LTD. COMPLETED THE CONSTRUCTION OF THE ~ 
VILLENEUVE ETHANE EXTRACTION PLANT, IN 1997. 


FRONTEC AND A PARTNER WERE AWARDED A SUPPORT CONTRACT FOR THE 
NATO FLYING TRAINING PROGRAM IN CANADA AT MOOSE JAW, SASKATCHEWAN. 


FIVE YEAR TOTAL RETURN ON $100 INVESTMENT 


The graph below compares the cumulative shareholder 
return over the last five years on the Class A non-voting 


Cumulative Compound 


Return Growth Rate 
shares and Class B common shares of the Corporation CU Class A $261 21.2% 
(assuming a $100 investment was made on December 31, CU Class B $258 20.9% 
1992) with the cumulative total return of the TSE 300 TSE 300 $224 17.5% 
Composite Index and the TSE Utilities Subindex, TSE Utilities $264 21.4% 


assuming reinvestment of dividends. 
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LETTER TO THE SHARE OWNERS 


(From left to right) J_A. Campbell, Senior Vice President, Finance & Chief Financial Officer; 
N.C. Southern, Deputy Chairman; R.D. Southern, Chairman & Chief Executive Officer; 
C.O. Twa, President & Chief Operating Officer. 


THE PAST 


Many years ago — 1987 to be exact — your Directors 
chose, after much consideration, to build our Company 
with a new “Product Specific” group of principal operating 
subsidiaries, to be led by our best executives, to be 
governed by their own domiciled Board of Directors, 
and to be funded by their own balance sheet to provide 


sensible “Shoulder Room” for growth opportunities. 


From that time on, each subsidiary has reported to a 
small combined Head Office known as the “Office of 
the Chairman” which in turn has been responsible for 


overall group strategy, financing and administration. 


The relationship between our subsidiaries and the Office 
of the Chairman has become the Group's greatest strength. 
It is one of unusual transparency and extraordinary 
teamwork, and has resulted in annual success as we have 
deployed, in a “self actualizing” way, the best minds 
throughout our group to each unit’s opportunities and 


problems created by their ever-changing markets. 


As a result of our spirited dedication to this method of 
operating for the last ten years, our planning and business 
processes have constantly improved and have resulted in 
simple annual subsidiary plans that everyone understands... 
and that everyone can execute in a genuinely determined 


fashion. 


These individual business plans are approved under a 
“Separate and Distinct Financial Plan” for the Group’s 
long term objectives, which in turn is agreed to by the 
Board of Directors and Senior Officers during our 


annual strategy conferences. 


What is interesting, is that while each unit’s business plan 
changes from year to year, the overarching “Separate and 


Distinct Financial Plan” has not changed in ten years. 


We hope it is even more interesting and rewarding for 
share owners to know that each and every “hard to 

achieve” target pertaining to earnings per share, dividends 
and balance sheet ratios has been achieved — every year 


for the last ten years. 


These two budget and planning techniques blended 
with our special process of great transparency have 
produced premium results in each operating division 


of our enterprise. 


Of course, none of our achievements of the past, nor 
any that we might contemplate in the future, would be 
possible without our executives who bring enormous 
personal energy to our plans and who have the ability 
to energize their people with such great determination, 


commitment and spirit. 


An ATCO Company 


The ATCO “Spirit” we refer to is not just words... indeed 
it is a fundamental philosophy of our parent company 
and it has become the trademark of our people and our 


commitment to you, our small and large share owners. 


Our people understand that it is the customer alone who 
determines our success and we passionately believe that 
serving the customer to the very best of our ability is 
the responsibility of every employee. As a result, our 
people have gone far beyond what anyone thought they 
might do; they have paid attention to the smallest 
detail; they have set and strived for the highest possible 


standards, and they “care”. 


PRESENT 


While it might not be for us to say, it has been a splendid 


decade of achievement... and 1997 was no exception! 


Great detail on our operations is provided in the 
Management’s Discussion and Analysis section of this 
report, so let us look at the financial results which 


affect your values so directly. 


Canadian Utilities recorded its eighth consecutive year 
of increased earnings in 1997. Earnings were $181.5 
million ($2.85 per share) compared to $171.3 million 
($2.68 per share) in 1996. 


The 1997 earnings reflect strong performance by all of the 
operating units and were achieved despite temperatures 
that were 18.7% warmer than 1996 in the Companies’ 
main service areas. Significant factors affecting 1997 
results were lower financing costs and increased sales in 


the Companies’ electric power operations. 


Cash flow from operations in 1997 was $401.6 million 
compared to $383.0 million in 1996. 


The Board of Directors declared a first quarter dividend 
of 41 cents per Class A non-voting and Class B common 
share payable March 1 to share owners of record on 
February 10, 1998. This is the 26th consecutive year 
that the annual common share dividend has increased 


and reflects continuing strong financial performance. 


Canadian Utilities’ sustained performance over an eight 
year period has enhanced share owner values. The total 
return to share owners, including dividends and capital 
gain, was 38% in 1997. An investment in Canadian 
Utilities’ shares over the five year period ending 
December 31, 1997 would have provided share owners 


with a compound growth rate of 21%. 


Wale FUE 


1998 marks another year of the longest positive 

economic cycle in history, but it is doubtful that we will 
experience such favorable conditions for the next decade 
and it would be utterly reckless to predict with certainty 


that continued success will come automatically. 


We do, however, bring strength to what inevitably will 
be a highly competitive marketplace for each of our 


subsidiaries. 


We firmly believe that our Company is in the right 
business, and has the proper organization, governance, 
and processes for continued success... and... most 


importantly, we have the right people in the right jobs. 


We would especially like to recognize the great leadership 
in the Office of the Chairman provided to the Group 
by our new President and Chief Operating Officer, 
Craighton Twa, and our Senior Vice President, Finance 
and Chief Financial Officer, Jim Campbell. Together 
with the premium executive teams and Presidents in 
our subsidiaries, they give us a “granite-like” base for 


future achievement. 


Succession plans to assure a steady flow of winning 
executives of absolute premium characteristics from 
the impressive depth of our management teams are a 
constant imperative for your Corporate Governance — 
Nomination, Succession and Compensation 


Committee, as well as the Office of the Chairman. 


In the years ahead, we are committed to sustaining for 
share owners our record of the past by achieving consistent 
earnings per share growth while at the same time mak- 
ing investments for value-enhancing projects in the longer 


term. 


It has been our experience that business uncertainty 
such as abounds today can in fact deliver great 
opportunities. Our balance sheets at the core and subsidiary 
levels are strong, ensuring that we can take advantage 


of opportunities that fit our overall strategic ambitions. 


Share owners should be comforted by our people’s past 
history of achievement. Our Directors, Officers, and 
employees are quite capable of making “hard decisions” 


firmly, with fairness and absolute integrity. 


We are well prepared and look forward to seizing new 
opportunities in each of our enterprises, taking great 
confidence in the ability, the knowledge, instinct and 


courage of our people. 


On behalf of the Board of Directors, 


R.D. Southern N.C. Southern 


CHAIRMAN OF THE BOARD DEPUTY CHAIRMAN OF THE BOARD 


AND CHIEF EXECUTIVE OFFICER 


March 24, 1998 


1997 REVIEW OF OPERATIONS 


ALBERTA POWER LIMITED 


CU POWER INTERNATIONAL LIMITED 


NORTHWESTERN UTILITIES LIMITED & 
CANADIAN WESTERN NATURAL GAS 
COMPANY LIMITED 


ATCO GAS SERVICES LTD. 


FRONTEC CORPORATION 


Alberta Power has provided electric energy services to 


residential, commercial, industrial and farm customers 


for more than 70 years. 


S RLABRAD 


ELECTRIC POWER 
UTILITY OPERATIONS 


@ ALBERTA POWER LIMITED 


B® THE YUKON ELECTRICAL COMPANY 
LIMITED 


B® NORTHLAND UTILITIES (NWT) LIMITED 


B® NORTHLAND UTILITIES (YELLOWKNIFE) 
LIMITED 


CANADIAN UTILITIES PROVIDES ELECTRIC UTILITY 
SERVICE THROUGH FOUR OPERATING COMPANIES, 
ALBERTA POWER LIMITED AND ITS SUBSIDIARIES, THE 
YUKON ELECTRICAL COMPANY LIMITED, NORTHLAND 
Utiuities (NWT) LIMITED AND NORTHLAND UTILITIES 


(YELLOWKNIFE) LIMITED. 


These companies supply electric utility service to 
customers in 355 communities in Alberta, the Yukon, 


Northwest Territories, Saskatchewan and British Columbia. 


In 1997, combined sales increased by 3.4% to 10,089 million 
kilowatt hours on a sales base that is made up of 86% 
industrial and commercial customers, 9% residential 
customers and 5% farm. Two hundred and sixty-two 
industrial customers were added in Alberta in 1997, mainly 
because of heightened oil sands and oil field activity. 


Capital spending for Alberta Power totalled $116 million 
including $69 million on distribution projects, $22.5 
million on transmission projects and upgrades and $20.5 


million for generation upgrades and maintenance. 


In 1997, Alberta Power received an Alberta Energy and 
Utilities Board (“EUB”) decision approving its revenue 
requirement and rate of return on common equity for 
1996. In January 1998 the EUB reviewed and approved a 
1997 negotiated rate settlement. The EUB reaffirmed 
Alberta Power’s rates as prudent and appropriate, making 


only minor adjustments. 


Amidst industry changes resulting from deregulation, 
Alberta Power remains committed to providing safe, 
reliable, affordable electricity. The company has made 


progress on various initiatives to strengthen service to 


An ATCO Company 


customers. Highlights from 1997 include: 


© Continuing installation of automatic metre reading. More 
than 46,000 electric metres have been installed. This system 
reads metres over the power lines, eliminating estimated and 


manual metre reading costs and helping to keep costs low. 


¢ Contracting to read more than 2,400 water metres for three 
municipalities, using automatic metre reading technology. 


The company is running pilot projects in other communities. 


e Introducing a new rate that allows industrial customers to 
monitor the hourly pool price for electricity in Alberta and 
adjust their consumption accordingly. This pool price is set 
hourly on a spot market that matches demand and supply 


in the province. 


Alberta Power has made good progress towards improved 
customer service, streamlining its operations to gain 
greater efficiencies. The company’s sales have increased 
by 2,254 million kilowatt hours since 1992. During that 
same period staffing levels decreased 15%. As a result 
of these efforts, sales per employee have increased by 


more than 50% in five years. 


New projects for Alberta Power in 1998 will continue 
to enhance customer service. They include establishing 
a new company to address the generation needs of small 
industrial and commercial customers. A centralized 
customer assistance facility will be established later in 


the year to improve customer service and reduce costs. 


The Yukon Electrical Company Limited, which has 
been in business for 96 years, continues to see customer 
growth. The company served 15,106 customers in 1997, 
a 1.9% increase over last year. Of these customers, 1,845 
are in the service area of Yukon Energy Corporation 
and are not included in the consolidated customer totals 


in this report. 


In 1997, The City of Yellowknife explored the feasibility 
of purchasing the Northland Utilities (Yellowknife) 

distribution franchise midway through its term, but did 
not pursue the matter after a public review and an asset 


valuation study. 


Although mining activities were reduced due to lower mineral 
prices, Northland Utilities experienced a 0.8% increase 


in their customer base, for a total of 8,853 at year-end. 
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The 180 MW Osborne cogeneration electric power station located near Adelaide, South Austraha 


is currently under construction with commissioning expected in July 1998. 


e Adelaide 
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ELECTRIC POWER 
INDEPENDENT POWER PRODUCTION 


B® CU POWER INTERNATIONAL LIMITED 


CU POWER INTERNATIONAL LIMITED (“CUPIL”) HAS 
ESTABLISHED A SOLID REPUTATION AS A DEVELOPER, 
PROJECT MANAGER, OWNER AND OPERATOR OF 
INDEPENDENT POWER PROJECTS AND CURRENTLY 
OPERATES OVER 1,300 MW OF NON-REGULATED 


GENERATING CAPACITY. 


CANADA 


CUPIL commissioned its first independent power project 
in 1993 in a joint venture with Westcoast Power Inc. 
This 120 MW cogeneration plant in Taylor, B.C. exceeded 
its availability targets in 1997. The plant sells electricity 
to BC Hydro under a 20 year agreement and steam to 


an adjacent gas plant owned by Westcoast Energy Inc. 


In September 1997, the Premier of British Columbia 
announced his government’s approval for CUPIL and 
PanCanadian Petroleum Limited to negotiate a power 
purchase agreement with BC Hydro. The power would 
be supplied by a 240 MW cogeneration plant to be 
constructed adjacent to MB Paper Limited’s Alberni 
Specialties Mill on Vancouver Island, which would also 
sell steam to the mill. The cogeneration plant, owned 
jointly by CUPIL and PanCanadian, is estimated to 
cost $200 million. 


During 1997, CUPIL and Amoco Power Resources 
Corp. commenced construction on a jointly owned 85 
MW cogeneration project at Amoco’s Primrose Heavy 
Oil operation in northeast Alberta. The exhaust heat 
and a portion of the electricity will be sold to Amoco and 
the balance of the electricity will be sold into the 
Power Pool of Alberta. Completion is scheduled for 
the last quarter of 1998. 


An ATCO Company 


AUSTRALIA 


Construction of the 180 MW cogeneration plant in 
Osborne, South Australia continued with an anticipated 
completion date in the third quarter of 1998. CUPIL is 
the construction manager of this joint venture with 
Boral Energy Limited. The plant will sell electricity to 
ETSA Corporation under a 20 year agreement and 
steam to an adjacent soda ash plant owned by Penrice 


Soda Products Pty Ltd. 


UNITED KINGDOM 


CUPIL is the managing owner of the 1,000 MW gas 
fired combined cycle Barking power station located on 
the River Thames east of London, England. CUPIL 
led the project’s development and was responsible for 
the owners’ engineering role during construction. CUPILs 
managers are responsible for the station’s operation. 
The Barking station was commissioned in 1995 and 


surpassed its availability targets in both 1996 and 1997. 


In 1997, Barking Power Limited applied to the United 
Kingdom Department of Trade to expand the station by 
the addition of a 123 MW turbine for peaking purposes 
and a 4x 7 MW turbine for Black Start purposes. At 


year end, the application was still under review. 


The Heathrow Cogeneration Plant, purchased in July 
1995 by a joint venture of CUPIL and London Electricity 
plc, met its availability targets during 1997. The plant, 
which has a 14 MW gas fired turbine and a 40 MW 
boiler, supplies electricity and hot water to British Airports 


Authority ple under a 15 year contract. 


Independent power development opportunities in 
selected domestic and international markets will continue 
to be evaluated for the company’s growth in 1998 


and beyond. 
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NATURAL GAS 
UTILITY OPERATIONS 


B@ CANADIAN WESTERN NATURAL GAS 
COMPANY LIMITED 


B NORTHWESTERN UTILITIES LIMITED 


CANADIAN WESTERN AND NORTHWESTERN PROVIDE 

NATURAL GAS UTILITY SERVICE TO CUSTOMERS ACROSS 
ALBERTA. COMBINED, THE TWO SUBSIDIARIES DELIVERED 
OVER 700 PETAJOULES (“PJ”) OF NATURAL GAS IN 1997, 
AN INCREASE OF 2% OVER 1996, DESPITE WARMER 


THAN NORMAL TEMPERATURES. 


In 1997, Northwestern, which serves north central Alberta 
including the City of Edmonton, exceeded 500 PJ of 
throughput for the first time in its history, despite the 
month of December which was the warmest on record. 
Strong growth throughout Northwestern’s service territory 
resulted in over 7,000 new customers being added to the 


system with over 389,000 customers served at year end. 


Canadian Western's throughput was 238 PJ in 1997. 
During the year, the company added in excess of 11,000 
customers resulting in 367,515 customers being served 
in 115 communities throughout central and southern 


Alberta, including the City of Calgary. 


Northwestern and Canadian Western invested 
approximately $140 million in capital to increase system 
capacity, debottleneck existing pipelines, connect new 
customers and make general improvements to the 


transmission and distribution pipeline systems. 


Canadian Western and Northwestern continued to promote 
natural gas appliances and natural gas as a transportation 

fuel. In June, Canadian Western won the Canadian Gas 
Association marketing Excellence Award for its natural gas 
shuttle bus demonstration program with Calgary Transit. 
The program showcased the financial and environmental 


benefits of natural gas powered public transit buses. 


An ATCO Company 


In an effort to build more businesslike relationships with 
customers and to avoid the high cost and delay associated 
with contested regulatory hearings, Northwestern 
achieved two negotiated settlements with its customers 
in 1997. The first was a settlement with producer and 
industrial customers who use Northwestern’s system to 
transport gas they own. This settlement was effective 
January 1, 1998 and resolves rate and service issues through 
to 2002. The second is a settlement with residential, 
commercial and institutional customers who buy their 
gas from Northwestern. This settlement, also covering 
five years, provides for increases in the cost of service rate 
that are predictable and lower than expected inflation 


over the period. 


In early 1998, Canadian Western entered into negotiations 
with its customers for future rates, after five years of cost 
of service rate stability due in large part to a strong 


emphasis on productivity and efficiency. 


A continued strong emphasis on safety resulted in reduced 
frequency rates for both lost time personal injuries and 


preventable vehicle accidents. 


Canadian Western and Northwestern are very conscious 
of the public concern about the environmental impact 
associated with the use of fossil fuels, and therefore all 
reasonable steps are taken to operate in a fashion that 
minimizes this impact. In 1997, Northwestern was 
awarded the Canadian Gas Association Environmental 
Award for implementing and training staff about its 


Environmental Management System. 


Both gas companies continued to address targets for 
increased productivity. Two significant initiatives were 
carried out in 1997. A corporate head office restructuring 
was undertaken to improve efficiencies and a restructuring 
within each of the gas companies resulted in staff 
reductions. In 1998 both companies will continue to 
look for opportunities to streamline operations without 


sacrificing quality customer service. 
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The Carbon Storage Facility, with a capacity of 43.5 P] (40 bcf), 
1s an integral part of the Alberta Market Centre™. 
ATCO Gas Services Ltd. markets the storage capacity and™ 


KEE 


manages the operation and maintenance of the facility. 


NATURAL GAS 
GATHERING, PROCESSING & SERVICES 


mB ATCO GAS SERVICES LTD. 


ATCO Gas SErvVICEs (“AGS”) UNDERWENT SIGNIFICANT 
CHANGES IN 1997. A NEW SENIOR MANAGEMENT 
TEAM INITIATED A THOROUGH EVALUATION OF THE 
COMPANY AND ITS BUSINESS AREAS. THE RESULT WAS 
A REDEFINED COMPANY WITH FOCUSED SERVICES, 


IMPROVED PRODUCTIVITY AND RESPONSIVENESS. 


Midstream Services (gas gathering and processing) and 
The Alberta Market Centre™ (gas storage, hub and 
management services) are now AGS’ two key areas of 


operation. 


In 1997, high ethane prices early in the year, coupled 
with good throughput in AGS’ gas plants, were major 


factors in the company’s record earnings. 


The main project of the year, the Villeneuve 
Ethane Extraction Plant, was completed 
and contributed to earnings in the first 


quarter of 1997. 


Montag Gas Plant 

9 mmcfd 

Hydrocarbon Dew Point 
Control and Compression 


Villeneuve EEP 
35 mmcfd 
Liquids Extraction 


Riviere Gas Plant 

5 mmcfd 

Hydrocarbon Dew Point 
Control and Compression 


Golden Spike Gas Plant 
15 mmcefd 
Sour Gas Processing 


Edmonton Ethane 
Extraction Plant 
360 mmcfd 
Straddle Plant 


An ATCO Company 


In August 1997, AGS expanded the capacity of the 
Montag Gas Plant, located in the Peace River Arch region, 
to allow area producers to access markets both on the 
Northwestern Utilities Limited system and the Nova 


Gas Transmission Ltd. system. 


AGS’ Scovil Lake facility was commissioned in November 
1997 to process solution gas from PanCanadian 


Petroleum Limited’s Wainwright West oil operations. 


The Alberta Market Centre™, including the Carbon 
storage facility, continued to offer innovative gas storage 
and gas management services to both external and 


internal customers. 


1998 promises to be a threshold year for AGS. The 
midstream business in western Canada is highly com- 
petitive; however, AGS is well positioned to capitalize on 
midstream opportunities, based on its existing facilities 


and its focus to bring value to its producer clients. 


Integrated Gas System 
Raw Gas Gathering System 


Carbondale Gas Plant 
55 mmcfd 
Sour Gas Processing 


Fort Saskatchewan EEP 
35 mmcfd 
Liquids Extraction 


Scovil Lake Gas Plant 
14 mmecfd 
Solution Gas Processing 


Kinsella Gas Gathering 


20 mmcfd 
Gathering and Compression 


Carbon Storage 
The Alberta Market Centre™ 


mi 


Frontec and tts partner manage and operate the radar system 
for the U.S. Air Force throughout Alaska. This system, hke 
Canada’s North Warning System, also provides over-flight 


information for the commercial aviation sector. 


TECHNICAL SERVICES & FACILITIES MANAGEMENT 


gm FRONTEC CORPORATION 


FRONTEC IS A LEADER IN TECHNICAL SERVICES 

AND FACILITIES MANAGEMENT FOR THE DEFENCE, 
AIR TRANSPORTATION AND INDUSTRIAL SECTORS. 
FRONTEC IS AN ISO 9002 CERTIFIED COMPANY, AN 
INTERNATIONAL STANDARD FOR QUALITY ASSURANCE 
WHICH PROVIDES A HIGH LEVEL OF ACCREDITATION FOR 
FRONTEC AS THE COMPANY PURSUES INTERNATIONAL 


BUSINESS OPPORTUNITIES. 


Frontec continued to operate and maintain more than 
70 radar and logistics support sites which make up the 
North Warning System in Canada and the Alaska 
Radar System in the United States. 


In 1997, Frontec and other members of a distinguished 
bi-nation team were awarded a high priority U.S. 
Department of Defence contract. Frontec’s responsibility 
is for site preparation, installation, integration and testing, 
field engineering and training at the upgrade of five 


radar processing computer sites in North America. 


Frontec also expanded the scope of its Iris contract in 
1997 from the original installation of 6,000 digital radios 
in Canadian Armed Forces vehicles to include the 
production of cables and interface panels on these 


same vehicles. 
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Frontec’s Portage la Prairie contract to support military 
training operations has served as a model for Frontec and 
its partner Bombardier to negotiate the multi-million 

dollar support contract for the NATO Flying Training 
program in Canada at Moose Jaw, Saskatchewan in 1998. 


Frontec was awarded a five year contract to manage 
and operate the City of North Bay airport beginning 
in January 1998. Frontec also continues to operate the 


municipally owned airport at Castlegar, BC. 


NorthwestTel awarded Frontec as principal subcontractor 
and their partners, Northern Aboriginal Services Co. 
(“NASCO”), a ten year multi-million dollar contract to 
operate and maintain 154 power generating systems 
throughout the Northwest Territories, northern British 
Columbia and the Yukon. Frontec also operates and 
maintains the power generating plant at Elmendorf 


Air Force Base in Alaska. 


Frontec and its northern partners continued their venture, 
Ugsuq Corporation. This company stores and distributes 
fuel in Iqaluit, off-loads ships, maintains a tank farm, 


refuels aircraft and provides home delivery of fuel. 


Torngait Services Inc., a partnership with the Labrador 
Inuit Development Corporation, remains poised to 
provide transportation, logistics and support services in 


the Voisey’s Bay region. 


Property Management, Security and the newly acquired 
ATCO Travel are expected to be solid performers in 
the Frontec group for 1998. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


The following discussion and analysis of financial 
condition and results of operations of the Corporation 
for the years ended December 31, 1997 and 1996 should 
be read in conjunction with the Corporation's audited 
consolidated financial statements and related notes 


contained in this annual report. 


The Corporation's annual audited financial statements 
are consolidated from four business segments: electric 
power, natural gas, technical facilities management, and 
corporate and other (refer to Note 13 to the 
Consolidated Financial Statements). Transactions 
between segments are eliminated in all reporting of the 


Corporation's consolidated financial information. 


RESULTS OF OPERATIONS 


Consolidated Operations 


Segmented revenues and earnings before income taxes 


for the years 1996 and 1997 were as follows: 


Revenues Earnings 

(Millions of Canadian Dollars) 1997 1996 1997 1996 
Electric) Power anmeee 837.7 811.7| 206.5; 186.4 
INaturaliGacteereern 994.7 912.6} 143.3) 155.4 
Technical Facilities 
Management ....... 98.2 89.3 11.2 11.4 
Corporate and Other. 12.3 14.7 1.0 = 
Consolidated (1)..... 1927-6) 1,813.1 362.0) 353.2 
Notes: 
(1) Inter-segment transactions have been eliminated from the consolidated 

information. 


(2) Certain 1996 comparative figures have been reclassified to conform 
with the current year’s presentation. 


Earnings per share increased in 1997 to $2.85 from 
$2.68 in 1996. Return on common equity.was 14.8%, 
unchanged from 1996. 


Electric Power 


Earnings Before Income Taxes 


Earnings before income taxes from electric power 
operations for 1997, which amounted to 57.0% of 


consolidated earnings before income taxes of the 


Corporation, increased by $20.1 million or 10.8% to 
$206.5 million. The increased earnings were largely 
attributable to lower financing costs, higher industrial 
sales by Alberta Power Limited (“APL”), mainly in the 
oilsands and oilfield sectors, higher availability of the 
Barking power station and an increase in the average 


Sterling exchange rate. 


Revenues 


Revenues in 1997 increased by $26.0 million or 3.2% 
to $837.7 million. This increase was primarily the result 
of higher APL industrial sales, mainly in the oilsands 
and oilfield sectors, higher availability of the Barking 
power station and an increase in the average Sterling 


exchange rate. 


Operating Expenses 


Operating expenses for 1997 increased by $17.9 million 
or 4.7% to $402.6 million. The increase was primarily 
due to higher fuel costs at the Barking power station. 


Fuel costs in APL are mostly for coal supply. To protect 
against volatility in coal prices, APL owns or has committed 
under long term contracts sufficient coal supplies for 


the anticipated lives of its coal-fired generating plants. 


‘ These contracts are at prices that are either fixed or 


indexed to inflation. 


Fuel costs in the Corporation's non-regulated electric power 
operations are for natural gas supply. The Corporation 
obtains its natural gas supplies under long term contracts 
to protect against volatility in natural gas prices. The 

contract price for natural gas is passed through to the 

purchasers of the electricity. The Corporation also has the 
opportunity to purchase natural gas supplies under short 


term contracts and does so when it is advantageous. 


Depreciation and Depletion 


Depreciation and depletion expenses increased by $0.3 
million or 0.3% to $113.4 million in 1997. This increase 
was primarily a result of capital additions during 1996 and 
1997, partially offset by the change to lower depreciation 
rates in accordance with the 1996 decision of the 


Alberta Energy and Utilities Board (“EUB”) for APL. 


Financing Charges and Other 


In 1997, financing charges and other declined by $12.3 
million or 9.6% to $115.2 million, primarily as a result 
of lower dividends on retractable preferred shares and 


lower interest expense on long term debt. 


Regulatory Matters 


As required under the Electric Utilities Act “EUA’), 
APL filed a general rate application with the EUB on 
October 31, 1995 for the 1996 test year seeking, among 
other things, approval for wholesale tariffs for each of 
generation and transmission as well as retail rates for 
distribution. On October 31, 1997, the EUB issued its 
decision which, among other things, approved a rate of 
return of 11.25% on the portion of rate base considered 
to be financed by common equity and confirmed APL’s 
capital structure without any adjustments or amendments. 
A negotiated settlement for 1997 customer rates filed 
with the EUB on October 31, 1997 was approved by 
the EUB on January 30, 1998. The impact of these two 
decisions has been reflected in the Corporation’s 1996 


and 1997 financial statements. 


On January 16, 1998, APL commenced negotiations 
with its customers to establish customer rates for 1998. 
Any settlement reached through these negotiations will 
have to be submitted to the EUB for approval prior to 


implementation. 


Business Outlook 


Utility Operations In March 1997, APL experienced 
an outage at two 30 megawatt generating units at its 
Battle River generating station. On October 10, 1997, 
APL applied to the EUB for temporary suspension of 
its obligation to supply electricity from these units. On 
November 18, 1997, temporary suspension was approved 
by the EUB on an interim refundable basis effective 
October 1, 1997 and lasting until the generating units 
are returned to service or until the issuance of a final 
order regarding the application. APL is currently working 


with its customers to reach an agreement for both the 
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temporary suspension application and the discontinuance 
of operations, dismantling and removal of the 


generating units. 


As part of the electric industry review leading to the 
implementation of the EUA, it was agreed that a study, 
commencing in 1996, would be conducted into the 
feasibility of retail customers buying their incremental 
electric energy requirements from suppliers other than 
their local electric utility. Currently only wholesale 
customers, namely distribution utilities, are allowed to 
purchase the electric energy required to meet customer 
needs in excess of the amounts supplied by existing 
generation from the supplier of their choice. A committee 
consisting of government, industry and customer 
representatives was established to review this matter 


and discussions are continuing. 


In late 1997, APL announced that it would be streamlining 
its operations so that it will be better prepared to meet 
the challenges of a more competitive environment in 
the future. As a result of this process, APL has reduced 
staffing requirements by approximately 7%. 


Capital Expenditures Capital expenditures in the 
Corporation's electric utility operations were $122.4 million 
in 1997 and are expected to be approximately $175 
million in 1998. Capital expenditures in non-regulated 
electric power operations were $66.6 million in 1997 
and are expected to be approximately $40 million in 


1998 for projects under construction. 


Natural Gas 


Earnings Before Income Taxes 


Earnings before income taxes from natural gas operations 
for 1997, which amounted to 39.6% of consolidated 
earnings before income taxes of the Corporation, 
decreased by $12.1 million or 7.8% to $143.3 million. 
Earnings decreased primarily as a result of temperatures 
warmer than 1996, partially offset by lower interest 
expense and lower dividends on retractable preferred 
shares. Temperatures in 1997 were 1.0% warmer than 
normal, whereas temperatures in 1996 were 20.3% 


colder than normal. 
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Revenues 


Revenues in 1997 increased by $82.1 million or 9.0% 

to $994.7 million. The primary reason for the increase 
was the recovery of higher natural gas supply costs and 
customer growth, partially offset by the impact of warmer 


temperatures which were 18.7% warmer than in 1996. 


Operating Expenses 


Operating expenses for 1997 increased by $95.6 million 
or 15.3% to $719.0 million. This increase was primarily 
due to higher natural gas supply costs. These costs 
increased primarily due to higher natural gas prices and 
increased sales volumes, mainly due to customer growth. 
These increased costs were partially offset by the impact 
of warmer temperatures which reduced sales per customer. 
The amount of natural gas supply costs recorded as an 
expense is based on the forecast cost of natural gas 
included in customer rates. Any variances from forecast 
are deferred until the EUB approves revised rates to 
either refund or collect the variance. As a consequence, 
changes in natural gas supply costs have a negligible 


effect on the Corporation’s earnings. 


Depreciation and Depletion 


Depreciation and depletion expenses rose $6.9 million 
or 9.7% to $77.8 million in 1997, primarily as a result 
of capital additions during 1996 and 1997. 


Financing Charges and Other 


In 1997, financing charges and other decreased by $8.3 
million or 13.2% to $54.6 million. The decrease resulted 
from lower interest expense and lower dividends on 


retractable preferred shares. 


Business Outlook 


Utility Operations On May 15, 1997, Northwestern 
Utilities Limited (“(NUL’) filed with the EUB a negotiated 
settlement for 1997 customer rates for residential, 
commercial and institutional customers and a five year 
agreement with industrial and producer transportation 
customers. The EUB approved this settlement on 
October 30, 1997. The settlement resulted in no change 
to existing rates for 1997. Industrial and producer 
transportation rates and terms and conditions of service 
changed on January 1, 1998. The new rates are substantively 
different from the rates previously in effect, consisting 
of a receipt charge for natural gas received onto the 
NUL system and a delivery charge for deliveries from 
the NUL system. The previous rate structure was based 
on point-to-point service which provided less flexibility 
to customers. This agreement enhances NUL’ transmission 
service by significantly reducing dual tolling for producers 


and by addressing industrial by-pass concerns. 


On December 15, 1997, NUL filed an application with 
the EUB for approval of a five year negotiated settlement 
which would establish cost of service rates and terms 

and conditions of service for residential, commercial and 


institutional customers through 2002. This settlement 


‘is subject to EUB approval. 


On December 5, 1997, Canadian Western Natural Gas 
Company Limited (““CWNG”) commenced negotiations 
with customers to establish customer rates for 1998, as 
well as for the recovery of natural gas supply costs. At 

the request of the EUB, the negotiations will include a 
review of CWNG'’s 1997 capital structure and return on 
common equity. Any settlement reached through these 
negotiations will have to be submitted to the EUB for 


approval prior to implementation. 


In late 1997, NUL and CWNG announced that they 
would be streamlining their operations so that they would 
be better prepared to meet the challenges of a more 
competitive environment in the future. As a result of 
this process, NUL and CWNG have reduced staffing 


requirements by approximately 11%. 


Capital Expenditures Capital expenditures in the 
Corporation’s natural gas utility operations were $144.4 
million in 1997 and are expected to be approximately 
$140 million in 1998. Capital expenditures in ATCO 
Gas Services Ltd. (“AGS”) were $9.2 million in 1997. 
AGS is currently pursuing a number of new projects in 


western Canada. 


Technical Facilities Management 


Earnings before income taxes from technical facilities 
management in 1997 declined by $0.2 million or 1.8% 
to $11.2 million, primarily as a result of lower earnings 
from the North Warning System contract, partially 
offset by higher earnings from other projects. 


Corporate and Other 


Earnings before income taxes from the corporate and 
other segment were $1.0 million in 1997, compared to 
nil in 1996. 


Income Taxes 


Income taxes decreased by $4.7 million or 2.7% to $168.1 
million as a result of lower dividends on retractable 
preferred shares and the introduction of the new 
Canadian Institute of Chartered Accountants income 
tax standard in 1997 (refer to Note 2 to the Consolidated 


Financial Statements). 


LIQUIDITY AND CAPITAL RESOURCES 


Cash provided from operations provides a substantial 
portion of the Corporation's cash requirements. Additional 
cash requirements are met externally through bank 
borrowings and the issuance of long term debt, preferred 
shares and common equity. Commercial paper borrowings 
and short term bank loans are used to provide flexibility 


in the timing and amounts of long term financing. 
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It is the policy of the Corporation to pay dividends 
quarterly on its Class A non-voting and Class B common 
shares. In 1997, the Corporation increased the dividends 
on Class A non-voting and Class B common shares by 
$0.08 per share. During the period 1993 to 1996, the 
Corporation had increased the dividends by $0.02 per 
share per year. The matter of an increase in the quarterly 
dividend is addressed by the board of directors in the 
first quarter of each year. For the first quarter of 1998, 
the quarterly dividend payment has been increased by 
$0.02 to $0.41 per share. The payment of any dividend 
is at the discretion of the board of directors and depends 
on the financial condition of the Corporation and other 
factors. Since its inception as a holding company in 1972, 
the Corporation has increased its annual common share 


dividend for 26 consecutive years. 


Cash from operations increased by $18.6 million to 
$401.6 million in 1997, primarily due to higher earnings 
attributable to Class A non-voting and Class B common 


shares and lower current income taxes. 


On April 29, 1997, the Corporation filed a Notice of 
Intention to make a Normal Course Issuer Bid for the 
purchase of up to 5% of its outstanding Class A non- 
voting shares during the period May 2, 1997 to May 1, 
1998. As at December 31, 1997, 659,220 shares had 
been purchased at a cost of $24.8 million. 


Investing increased from $167.2 million in 1996 to 
$318.4 million in 1997, primarily as a result of higher 
capital expenditures during 1997 and the sale of ATCOR 
Resources Ltd. in 1996. Excluding the one-time impact 
of the sale of ATCOR Resources Ltd. for $56.2 million 
on February 1, 1996 and the related purchase of assets 
for $14.6 million, investing amounted to $208.8 million 
in 1996. 


Investment in utility property, plant and equipment was 
$266.8 million in 1997 compared to $207.9 million in 
1996. Expenditures for property, plant and equipment 
in non-regulated operations were $80.1 million in 1997, 
versus $44.4 million in 1996. Total expenditures for 
1998 are expected to be approximately $320 million for 
utility operations and approximately $40 million for 


non-regulated operations. 
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To finance 1997 utility operations, including the 
redemption of $56.3 million of long term debt having 
interest rates ranging from 8.95% to 17.5% and $109.5 
million of preferred shares having dividend rates ranging 
between 4.25% and 8.0%, the Corporation issued 
$68.0 million of long term debt with an interest rate of 
5.42% and $110.0 million of preferred shares with a 
dividend rate of 4.66%. 


CU Power Generation Limited entered into a £50.0 
million (approximately $117.9 million) credit agreement 
with a Canadian chartered bank on January 31, 1997. 
The Corporation has provided a guarantee of all advances 
to be made under this agreement. As at December 31, 
1997, no funds had been advanced. 


CU Power Canada Limited is currently negotiating a 
$50 million long term credit agreement with a Canadian 
chartered bank. This facility will be secured by certain 
assets within the Corporation’s non-regulated electric 


power group. 


In December 1996, AGS entered into a $25.0 million 
credit agreement with a Canadian chartered bank. The 
Corporation has provided a guarantee of all advances 


made and to be made under this agreement. As at 
December 31, 1997, $14.5 million had been advanced. 


In December 1996, the Corporation and a Canadian 
chartered bank entered into a $60.0 million credit 
agreement. As at December 31, 1997, no funds had been 


advanced under this agreement. 


The amount and timing of future financings will depend 
on market conditions and the specific needs of the 


Corporation. 


During 1997, Canadian Bond Rating Service Inc. 


reaffirmed the ratings on the Corporation’s Debentures 


and Medium Term Note Debentures at A+ and on 
commercial paper and preferred shares at A-1+ and P-1, 
respectively. Dominion Bond Rating Service Limited 
reaffirmed the Corporation's debt, commercial paper and 
preferred share ratings at AA (low), R-1 (middle) and 
Pfd-1, respectively. 


Future income tax liabilities of $104.0 million at December 
31, 1997 are attributable to differences between the 
financial statement carrying amounts of assets and liabilities 
and their tax bases. These differences result primarily 
from recognizing revenue and expenses in different years 
for financial and tax reporting purposes. Future income 
taxes will become payable when such differences reverse 
through the settlement of liabilities and realization of assets. 


Business Risks 


Utility Operations 


The Corporation's utility operations are subject to the 
normal risks faced by regulated utility companies. These 
risks include the approval by the EUB of customer rates 
which permit a reasonable opportunity to recover on a 
timely basis the estimated costs of providing service, 
including a fair return on rate base. The Corporation’s 
ability to recover the actual costs of providing service and 
to earn the approved rates of return depends on achieving 


the forecasts established in the rate-setting process. 


The business risks of APL have changed with the 
implementation of the EUA. There is now more forecast 


risk as each electric utility is exposed to the forecasts of 


. other electric utilities in Alberta as well as the requirement 


to independently forecast province-wide generation 
output and pool prices. There is not expected to be a 
significant impact to earnings given APL’ ability to 


manage these risks. 


It is expected that there will be further changes in the 
electric utility industry in Alberta. The government of 
Alberta has indicated that it intends to pursue a direction, 
similar to that developing in other jurisdictions, whereby 
generation is completely deregulated and retail competition 
is available. This direction will result in changes to APL’s 
business risk, both at the generation level and in the 
distribution and retail businesses. It is anticipated that 
APL transmission activities will continue to be regulated. 
APL, along with other industry participants, continues 
to be involved in discussions with the government of 
Alberta regarding the details of this deregulation process 
and proposed legislation. 


Non-Regulated Operations 


The Corporation’s non-regulated operations are outside 
its traditional utility businesses, but are related to them 
in terms of skills, knowledge and experience. The 
Corporation accounts for its non-regulated operations 


separately from its utility operations. 


The Corporation’s non-regulated operations are subject 
to the risks faced by any commercial enterprise in those 
industries and in those countries in which the Corporation 
operates. The Corporation has attempted to limit its 
risks by entering into long term contracts with purchasers 
for the output of projects and with key suppliers. In all 
independent power production undertakings to date, 
with the exception of the 85 megawatt Primrose Project 
currently under construction, risks in respect of fuel and 
energy prices have by contract been agreed and allocated 
to the purchasers of the electric energy, and the Corporation 
to date has not assumed any risks in this regard. The 
Corporation has financed its major non-regulated 
operations, with the exception of the Primrose Project, 
on a non-recourse basis, whereby the lender’s recourse 
in the event of default is limited to the business and 
assets of the project in question and to the Corporation’s 
equity therein, and not to the business and assets of the 


Corporation as a whole. 


The Corporation expects to finance its share of the 
Primrose Project through a long term bank credit facility 
and from cash on hand. To avoid assuming the price 
risk on the electricity sold to the Alberta power pool, the 
owners are negotiating long term contracts with specific 


customers to fix the price of this electricity. 
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Year 2000 


Since 1995, the Corporation has been engaged in Year 
2000 compliance risk assessment, conversion and testing 
for its critical administrative and operational computer 
systems. Work on administrative systems, software 
conversion and testing is now over 50% complete with 
critical financial and customer service systems already 
converted, tested and in operation. The risk assessment 
and testing of embedded operational systems is at an 
earlier stage as suppliers’ compliance commitments have 
not yet been received. Year 2000 compliance projects 
are being managed at executive levels and are on schedule 
for the replacement/upgrading and testing, by mid 
1999, of all critical hardware and software. The Year 
2000 costs, both incurred to date and expected to be 


incurred in the future, are not expected to be material. 


Hedging 


It is the policy of the Corporation to use financial 
instruments to reduce specific risk exposures and not to 


hold these instruments for trading purposes. 


The Corporation has entered into several contracts in 
order to reduce interest rate, foreign exchange and 
commodity price risk. The financial impact of these 
contracts is not material and the counterparty in each 
transaction is a major financial institution or a significant 


industry participant. 


March 4, 1998 
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MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


Management is responsible for the preparation of the consolidated financial statements, management’s discussion and 
analysis and other financial information relating to the Corporation contained in this annual report. The consolidated 
financial statements have been prepared in conformity with Canadian generally accepted accounting principles using 
methods appropriate for the industries in which the Corporation operates and necessarily include some amounts that 
are based on informed judgements and best estimates of management. The financial information contained elsewhere 
in the annual report is consistent with that in the consolidated financial statements. 


Management depends upon internal accounting control systems to meet its responsiblity for reliable and accurate 
reporting. These control systems are subject to periodic review by the Corporation’s internal auditors. 


Price Waterhouse, our independent auditors, are engaged to express a professional opinion on the consolidated 
financial statements. 


The Board of Directors, through its Audit Committee comprised of one management and four non-management 
directors, oversees management’s responsibilities for financial reporting. The Audit Committee meets regularly with 
management, the internal auditors and the independent auditors to discuss auditing and financial matters, to gain 
assurance that management is carrying out its responsibilities and to review and approve the consolidated financial 
statements. The auditors have full and free access to the Audit Committee. 


ia. Whihtn) 


J.A. Campbell K.M. Watson 
SENIOR VICE PRESIDENT, FINANCE VICE PRESIDENT, 
AND CHIEF FINANCIAL OFFICER CONTROLLER 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF CANADIAN UTILITIES LIMITED 


We have audited the consolidated balance sheets of Canadian Utilities Limited as at December 31, 1997 and 1996 and 
the consolidated statements of earnings and retained earnings and changes in cash position for the years then ended. 
These financial statements are the responsibility of the Corporation’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards required that we 
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of 
the Corporation as at December 31, 1997 and 1996 and the results of its operations and the changes in its cash position 
for the years then ended in accordance with generally accepted accounting principles. 


Calgary, Canada 
February 6, 1998 Chartered Accountants 


CONSOLIDATED STATEMENT OF EARNINGS 


AND RETAINED EARNINGS 
(Millions of Canadian Dollars except per share data) 


Year Ended December 31 
i Note 1997 1996 
IEC STRLINSS). Solas, 0°00 So UChO Cue RES ROSES TB <u Ie Oe OCT RE RIT nr $1,927.6 $1,813.1 
Costs and expenses 
NUASTED GS O08 ee SPARE een fe cet ERR SOP RRs ar a a 400.8 311.1 
MOET Cs PIE YA SECS OWS Layee ahh ate A cuaeehe este eclacs wis lace. a mie shpeiis lea sons 193.8 175.6 
Mt MOANA MANET ANCE tears) hrsue nye atta eie hare erage eo elah bee we 510.5 500.8 
Me Pre cia toma GE PICTON a arate aia kiniwisrarslu aves she Ge tpae wypaly ny ow ae ees Ba wee 192.7 186.0 
PI AMeIESe PEOPCIty Ald (OCMET, CAKES. 2) cats ocr are eiapainie eies0s OS ach os ote wee ewe we 103.9 98.6 
1,401.7 AIPA 
Financing charges and other 
MiCreste Denise te COUlGeCGEDG. ietaiay ils lsh cies @ wolpind vauelgwid Yamlele seid ele = 138.6 150.4 
Sail OM=FECOULSELCEL) Camemene iran eae rit neeece te ieWerairereuai oi oe feietere ns ec 34.1 30.8 
widens On Tetactabic preteried SNAles: accuse seco ee wees enw eee eee: 18.6 27.8 
PNilowanicest Orlin si USEC samc noe ie erates cos Loe ROTEL Eitan inte acaniiecs rls ot (6.7) (6.6) 
Materestandcothenincomennc anctedaa eis bien cine oe Asesioe sas oo ebeces sealed (20.7) (14.6) 
163.9 187.8 
iB Armings DElOre INCOME TAXES) a Riese is Pelee across Gio 2 4 e ahha Rees See are 362.0 353.2 
lescomextaxes Pru gare emrcioet Ss earn eer eee tec on ilies aire! Seaiiei sores yt: ew Aeelthe 2 168.1 172.8 
BN AURAL ES feet hay oa he ectnntes ipsam aire] tea one CLS wens Jers Tidiahe aS HMR Sap 193.9 180.4 
Dividends on non-retractable equity preferred shares .............00000 0005. 12.4 9.1 
Earnings attributable to Class A and Class B shares................0-00005. 181.5 ZALES. 
Retained eamings at beginning of year... isos woe oiene + ose go ere ee wre iseieser es 682.0 605.8 
863.5 TULA 
Dividends oni @lasce Agana lacsiyishateo ery wey rer sisl er metan nai tsiel tea: 995 94.5 
Pitect Cast ves tO elaine” GAITNGS b,c pier am) vpnilcc- Se pe aae shee aialeo a sl Sead @uelehs «tas 3 26.6 0.6 
Retained catnings at end of years. cova sae oa aiete sar arn tun esata ales Coaiaye ates $ 737.4 $ 682.0 
Earnings pec lass. A-and Class B shares) onions is sid os at ie wisi ele Salsa $ 2.85 $ ©6268 
Dividends paid per‘Class A‘and Class B share <2 sic.:58 oo de wap oe oa ps ass» $ 1.56 $ 1.48 
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CONSOLIDATED BALANCE SHEET 
(Millions of Canadian Dollars) 


December 31 
Note 1997 1996 
ASSETS 
Current assets 
Cash and;short term:investments acs aera ere erent eaten eee 9 $ 656.2 $ 6034.6 
Acéounts:-recetvable:\.: ccc cissssayens:araceuert oes © ale racre oa Sree ken nek eno ee oO eee 294.3 282.8 
TmventOries: asc soe.s.asaro « eoche aera: eee a esethe ates SORA Capea ewes Risch ieee kee eee ene 87.6 68.9 
Deferred natural gas costsa4+ su cine coc» datas obo sreree ea eiette bec te eemee (1.6) 34.9 
Prepaid expenses «aise! = iitajensse! sow orn et on ae ib BO eae ace ee eee Se 9.8 
451.6 431.0 
Property, plant and equipment .s.....-<. 102 » eke ae ee ee 4 3,598.6 3,474.4 
Deferred financing charges -.7. ccsjs 3 0 sole = eee eer eee 12.3 14.3 
Other assets .o.5. oa %scicsgeavges oan Gas Gases, ee Sie ORR Te ea ee ea siete ete eee 28.2 16.9 
$4,090.7 $3,936.6 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities 
Bank: indebtedness: .s:+ aste.s electra ae @ ep eee I Oe eee $ 11.8 $ = 
Accounts payable and accrued liabilities << /.5.5..)ctajne reste chet eee eee 2319 225.8 
Accruediinterest and dividends enereeeinie ici ea tae ia ann nen eee 28.7 30.6 
Income’and other taxes payable. ..0.d'ans 2a ere ks 50.0 (see 
Long term debt due within one year — non-recourse | 40. ). eee sole ee ie 5 16.2 15.2 
338.6 346.9 
Future income taxes..(.:.0.5 icsa'sis. elas sles ots sicko eee ele ere ee nner i, 104.0 38.1 
Unearned revenues:. «3:5 sé:< s:s)< Seis tac eae ORI POET Ree eee 18.8 19.8 
Other deferred credits. ea ee eee Bre eee we 3 hot 15.8 20.2 
Notes payable. 3. 6: s::8's sis susie rallstens i acobealehadiy rete se ap nieettaeae on aay aa ee aera 6 5.3 3.9 
Long term debt = recourse... een ek eerie es een ato enor 5 1,419.3 1,407.0 
—NON-Tfecourse Ais Gee Cee a nae Deere oe 5 408.5 370.3 
Retractable preferred shares <.)5<.60 «seg a0 ores a's snes nes eI oe ost isve ete z 325.0 325.0 
Non-retractable equity prefecred/shares <<. 40iqo.ct se ec eaisiesa aa vere eens eape tn Z 210.0 209.5 
Class A and Class B shareholders’ equity 
Class: Av'and: Class: B shares? p-reyac a ssccyeeran stot oeaier crane ce 8 505.9 511.2 
Retained earnings siacrciord erm ors erstoro tee cre ciate c/ Mere atest eaehnae Sie rechopemeer ers 8 737.4 682.0 
Foreign currency. translation adjustment.) cs/erac «+ ano eis are em ge ee oe 21 Del, 
1,245.4 T1959 
$4,090.7 $3,936.6 


Mees, Wok. 


C.O. Twa B.K. French 


Director Director 


CONSOLIDATED STATEMENT OF CHANGES 


IN CASH POSITION 
(Millions of Canadian Dollars) 


Year Ended December 31 
1997 1996 
Operating 
Patmanrs attributable to Class Avand Class Bishares 0.0.6.0 2c ccc ne vont ene ceaes $ 181.5 $ 171.3 
Non-cash items included in earnings 
Hic reat aha DIEUON Meet ara ck ssi Be ee ee Pde Kee eee od = 192.7 186.0 
UU ROE NS PSS co skid Fes seas EN OR Pi fe) 10.1 
Othenanetaesen meee eee Letra ere) aero ian Siriaas wigs peewee Seale’ (0.1) 15.6 
erat OMY O PCRACIONS EE ete et Fa. Poet Petts she's wise io. sale co kG alo decane oe ads 401.6 383.0 
Ricngc i Monecast WOLGOe CApltale nm tase ars wins oil oe ca lees ee eles es eee es (20.1) 22 
381.5 435.2 
Dividends paid to Class A and Class B shareholders ...............0 000000 eeeue (99.5) (94.5) 
282.0 340.7 
Investing 
CSS 4 Wer Cashela TUDES Sia a, oo Arce eee tO (353.8) (257.6) 
Contributions by customers for extensions to utility plant....................000. 36.8 30.4 
ate roney | COR Resource tcl neat ues U8 bare ee Wu ae oe code 2 56.2 
@ ier eR eT ee eee, Se eae biaihe Mw ce miele d Wehwldeaive (1.4) 3.8 
(318.4) (167.2) 
Financing 
Stiances im NOtes Paya plete eye acer eet erp ca nes doe ie ioeie eed «iso nies wiyl sims wiails Piaws ¥ « 1.4 (94.4) 
issue ob lone ter in dc Dem eCONIGC rant n. B ny ae aavicct arin Sica, acnwepsnera vw late 4 + 68.5 14.0 
UO ME LECOULSC EPe Rue Ten tacit Peco rei suc suciie fete ie eunhete eo ex ciee. 59.4 8.6 
Repayment oblong termideptne tec arses: tt ces.) sin san arte ate sis wislissrcalla eae ia ale ool (56.3) (62.7) 
INO -TECOULSC Mania nee Teron nao cal aioe ohn tenet uot atelier s sue ve (15.2) (7.9) 
Redemption) of retractable! preteired Shares jc... + alae sc ago fae oN ae Weim tie oo alters g « - (76.9) 
[ssue-of noa-retractable equitmpreterred sharess :). saat ate ev cies @ ais winls Gin ms cies) 110.0 60.0 
Redemption of non-retractable equity preferred shares... 1.2.00... 0c e ee eee eee (109.5) (55.0) 
ssue (purchase) of Class and Clase D chats... nu cles eb shee ees ee at shies (24.1) 7.0 
CW) Ele arch irae Neots ents ene oceree ede cer a ites Senchen tee (0 Si foche aL eegetla a) @iGrriel's ie Gil 12.0 Sell 
46.2 (202.2) 
Cash position” 
Increases ecrease) es watace amen tere e neces t on eve cane ere eaten AO ce as erm vekelles nieces 9.8 (28.7) 
PVCOUAINE OL VEAL a crs Ghee Nee ain RS o oan eines falar Se acolonan. aR eel G sL8 aa 34.6 63.3 
End ob yeaten qe yore pees heh siete eee her shea a Sak an Eee $ 44.4 $ 34.6 


” Cash position includes cash and short term investments less current bank indebtedness. 


An ATCO Company 


29 


30 


NoTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1997 


(tabular amounts in millions of Canadian dollars) 


1. SUMMARY OF SIGENIEIOAN DT AC COUN DING 2 OlblC lens 


Financial Statement Presentation 


The consolidated financial statements have been prepared by management in accordance with generally accepted 


accounting principles and conform in all material respects with International Accounting Standards. 


The consolidated financial statements include the accounts of Canadian Utilities Limited and its subsidiaries, including 
a proportionate share of joint venture investments (“Canadian Utilities”). The major subsidiaries are Alberta Power 
Limited (electric utility), CU Power International Limited (independent power producer), Northwestern Utilities 
Limited and Canadian Western Natural Gas Company Limited (natural gas utilities), ATCO Gas Services Ltd. (natural 
gas gathering and processing) and Frontec Corporation (technical facilities management). Significant joint venture 


investments include Thames Power Limited, the McMahon Cogeneration Plant and the Osborne Cogeneration Plant. 


Certain comparative figures have been reclassified to conform with the current presentation. 


Utility Regulation 
The electric and natural gas utility subsidiaries are regulated primarily by the Alberta Energy and Utilities Board 


(“EUB”), which administers acts and regulations covering such matters as rates, financing, accounting, construction, 


operation and service area. The EUB may award interim rates, subject to final determination. 


Revenue Recognition 
Utility revenues are recognized on the accrual basis and include an estimate of services provided but not yet billed. 


Revenues resulting from the supply of contracted services are recorded by the percentage of completion method. Full 


provision is made for any anticipated loss. 


The Electric Utilities Act (““EUA”) provides for the sale of all power for use in Alberta to a power pool for resale to 
distribution companies at a bid price which matches demand with supply. Existing generating units can recover a return 
on investment and costs of production from the distribution companies. Over-recoveries can arise where pool prices 
exceed variable production costs and are repayable to the distribution companies. These cost recovery mechanisms apply 


to existing regulated generating units. New units which are brought into production will only receive pool prices. 


Under provisions of the EUA, the electric subsidiary leases its transmission facilities to The Grid Company of Alberta, 
which administers transmission services needed to serve customers throughout Alberta and charges a uniform tariff to 


all distribution companies. 


Natural Gas Supply 


Natural gas supply expense is based on the forecast cost of natural gas included in customer rates. Variances from forecast 
costs are deferred until such time as approval from the EUB is obtained for refund to or collection from customers 


through revised rates and natural gas supply expense is adjusted accordingly. 


Income Taxes 


Each regulated electric and natural gas utility follows the method of accounting for income taxes that is consistent with 
the method of determining the income tax component of its rates. When future income taxes are not provided in the 
income tax component of current rates, such future income taxes are not recognized to the extent that it is expected that 


they will be recovered from customers through inclusion in future rates. 


Other subsidiaries follow the liability method of accounting for income taxes. Under this method future tax liabilities 
and assets are recognized for the estimated tax consequences attributable to differences between the financial statement 
carrying amounts of assets and liabilities and their respective tax bases. Future tax liabilities and assets are measured 
using enacted tax rates. The effect on future tax liabilities and assets of a change in tax rates is recognized in income in 


the period that the change occurs. 


Property, Plant and Equipment 


The utility subsidiaries include in capital expenditures an allowance for funds used during construction at rates approved 
by the EUB for debt and equity capital. Capital expenditures in the other subsidiaries include capitalized interest 


incurred during construction. 


Certain utility additions are made with the assistance of non-refundable cash contributions from customers when the 
estimated revenue is less than the cost of providing service or'where special equipment is needed to supply the customers’ 
specific requirements. These contributions are amortized on the same basis as, and offset the depreciation charge of, the 


assets to which they relate. Property, plant and equipment is disclosed net of unamortized contributions. 


Depreciation is provided on assets on a straight-line basis over their estimated useful lives. Depreciation rates for utility 
assets are approved by the EUB. For certain utility assets these approved depreciation rates include a provision for future 
removal costs and site restoration costs. On retirement of depreciable utility assets, the accumulated depreciation is 


charged with the cost of the retired unit, net disposal costs and site restoration costs. 


Deferred Financing Charges 


Expenses of the issue of long term debt are amortized over the weighted average life of the debt and expenses of the 
issue of preferred shares are amortized over the expected life of the issue. Unamortized premiums and issue costs of 


redeemed long term debt and preferred shares are amortized over the life of the issue funding the redemption. 


Notes Payable 


Under a bank loan agreement which is renewed on a continuing basis, Canadian Utilities may issue commercial paper 
or borrow directly from the bank. These borrowings allow Canadian Utilities to manage the amount and timing of long 


term debt, preferred share and equity issues and are classified as long term. 


Long Term Debt Due Within One Year 


When Canadian Utilities intends to refinance current maturities on a long term basis and there is a written undertaking 
from an underwriter to act on Canadian Utilities’ behalf with respect thereto, or sufficient capacity under long term bank 


loan agreements to issue commercial paper or assume bank loans, then current maturities are classified as long term. 


Hedging 
In conducting its business, Canadian Utilities uses various instruments, including forward contracts, swaps and options, 
to manage the risks arising from fluctuations in exchange rates, interest rates and commodity prices. All such 


instruments are used only to manage risk and not for trading purposes. 


Gains and losses are recognized in income in the same period and in the same financial statement category as the income 


or expense from the hedged position. 
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Retirement Benefits 


Canadian Utilities has defined benefit pension plans covering approximately 85% of employees. Employees participate 
through contributions to the plans which provide for pensions based on length of service and final average earnings. The 
cost of pension benefits is determined using the projected benefits method prorated on service and reflects 
management’s best estimates of investment returns, wage and salary increases, and age at retirement. Plan assets are 
valued at market adjusted for a three year averaging of unrealized gains or losses. Adjustments resulting from plan 
enhancements, experience gains and losses and changes in assumptions are amortized over the estimated average 


remaining service life of employees. 
Canadian Utilities also has defined contribution pension plans for employees. Employer contributions are expensed 


as incurred. 


The cost of other benefits, principally health, dental and life insurance for retirees and their dependents, is expensed 
as paid. 


DX, ICON, IAS 


Effective January 1, 1997, Canadian Utilities retroactively adopted the Canadian Institute of Chartered Accountants 
recommendations on accounting for income taxes for operations other than regulated electric and natural gas utilities. 
Under these recommendations, income taxes are accounted for using the liability method which is described in the 


Summary of Significant Accounting Policies. Previously, Canadian Utilities accounted for income taxes using the 


deferred method. 


The income tax provision differs from that computed using the statutory tax rates for the following reasons: 


1997 1996 


Earnings before income taxes. Jsaja- siete hee oe ae $ 362.0 % $ 353.2 % 
Income taxes, af statutory ratess sae. eninnel sonnei en $ 161.5 44.6 $ 157.6 44.6 
Dividends on retractable preferred shares................ 8.3 2S 12.4 35 
Allowance itor fundsiusedensec esata iene eterno ee (1.5) (0.4) (1.5) (0.4) 
Depreciation of capitalized allowance for funds used ....... 3.6 1.0 3.6 1.0 
Crown royalties and other non-deductible Crown payments. . 3.0 0.8 62 0.9 
Earned depletion and resource allowance ................ (4.5) (1.2) (3.7) (1.1) 
Wnrecordedituture income taxes wae nearer ion (3.2) (0.9) (1.7) (0.5) 
Large Corporations: Taxijcnt a... asmnetanerse aa eee 4.3 iby) 4.6 13 
Foreign tax ratewariante -..orasr5 saree eran era een ee (3.8) (1.1) (2.6) (0.7) 
Change in future income taxes resulting from 
reduction in United Kingdom tax rate................ (1.8) (0.5) — - 
Non-deductible interest on foreign financing -............ 2.0 0.6 = s 
@ ther Fy ton vat oie naatas hae aaa) ceca eles eho tene arse 0.2 = 0.9 0.3 
168.1 46.4 172.8 48.9 
Current income taxes +..0cF- erotica eerie: Sera oe 140.3 147.8 
Rutureaincometaxesie.6.<cio aie ole eieeieay cate aie eee eae $ 27.8 $ 25.0 


The future income tax liabilities comprise the following: 


1997 1996 

Income and other taxes payable: 
Be TetT eC area PAs GOSS ANG OCNEL ai) nny oe estin ase wem sales 644 dk se Site w ees $ 0.3 $ 14.9 
Future income taxes: 
Poe en aE AMC CCUUDIMCIIE (ooo scion) dels as ay oe ba rhe ys ee whee sw Legale * $ 127.3 $ 78.0 
SEN EST Ss POLITIES URS 6G Se RIB ede ty eo ee ee a 5.6 = 
BOE etre s Pots! OPN COCs Ee Ty af ie'ce laren voveae eons) opi: bM alerwigG tied vw edie wale eee sa 4s 2.2 0.5 
INESORCS MERE Pa MM ETE rite EM con ain, a -Flc lots ncthils, GIG wie eee ede war eikls occulta © « (7.8) (9.3) 
MaMa TC ALE LOEW ALASM erate are Cte ei oie bata Ge saie es Guia ds wb Nate aha ea es (21.0) (29.5) 
NSE 5, aS SIS we DOH 6 HS AS RS EOI Ree en ee | eee (2.3) (1.6) 

$ 104.0 $ 38.1 


In 1997, Alberta Power Limited received an EUB decision with respect to its general rate application for 1996 rates. As a 


consequence of this decision, $20.5 million of income and other taxes payable has been reclassified as future income taxes. 


Unrecorded future income taxes of the utility subsidiaries increased by $3.2 million to $179.8 million at December 31, 1997. 


The prior years’ financial statements have not been restated for the change to accounting for income taxes using the 


liability method. The impact of this change in the current year is as follows: 


Increase 
(Decrease) 
Statement of earnings 
CDE RACK (Ve CO re ne Ee Nein ye tans ernie ahaa Sie GS arate adie wis et ee SOs $ (2.3) 
Panunreattibutiole t0 Class. /\ and Class B Shares) xicjis io cclons since in eter Melee s Salas See eae « D3 
Direct charges to retained earnings 
Represents the cumulative increase in the income tax expense of prior years... 0.2.0... 0 ce eee eee eee (6.6) 
Balance sheet 
EGP r ty palit SING CRI MAC TEE nye rye atel fence doe er she ordos Ce liole ihe gee ios. 6) Re aNals age oe wivy usd t/a. 10.3 
IBNEELICeRIIC OL EEAXCS wen PRE ET hoa gee aI eae terns seal See ces oer Note Pe PaROMCNGE ices Suc idwetebis So Enea ety. gear ove 14.6 
3. DIRECT CHARGES TO RETAINED EARNINGS 
1997 1996 
2yeitel aS Tore CIP RSAC NBWSS Gd 4 5: BAe enc sth Gon A cate @ Dig Dror O PE OOO OnE Sin ee Sn $ 18.8 Ss 
Adjustment to opening retained earnings for prior years’ effect of change 
Sa MetHOd OF AccOUntGE TOF INCOME TAXES... 6 tee em clonic s Fe Aim os se ev ele yeh 6.6 = 
Stock options Settled (anteranconpestaxes) miaeve cere iota sinuses Aion: Ge cramieetee i172 0.6 
$ 26.6 $ 0.6 
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4. PROPERTY, PLANT AND E.QUIPMENT 


1997 1996 
[ Composite 
Depreciation Accumulated Accumulated 
Rates Cost Depreciation Cost Depreciation 
Blectiie powet) a4. ce scueecee ieee ae eee 3.5%  $3,563.3 $1,098.7 $3,403.00 $ 999.8 
Naturaltoasig 2 i0.' 3 cys) cccanuettn ant stoner een eee ee rece 4.0% 2,197.0 709.1 2,037.8 634.4 
Others Rais are e seas care aers panei aE ee Ren ec a 6.4% 23el 9.4 20.0 8.8 
$5,783.4 $1,817.2 $5,460.8  $1,643.0 
Property, plant and equipment, 
less accumulated depreciation................ $ 3,966.2 $ 3,817.8 
Unamortized contributions by customers 
for extensions to udlity plant <cery.- ae oe 367.6 343.4 
$ 3,598.6 $ 3,474.4 


Accumulated depreciation includes an amount provided for future removal and site restoration costs of $137.1 million 
(1996 — $114.4 million). 


Bn IE OUNE Ala iid ID) is ish 


1997 1996 
Recourse (direct unsecured obligations) 
Debentures 
1982 Series 17.5% due: Mareh:1997 (sinking fund) yaa +. © «enone $ = Go 2150) 
1994 Medium Term Note 8:95% due July 1997. 00a etna an eee = 35.0 
1988 Series. 11.25% due September1998 (a ae es to rtea ier een ee ener 50.0 50.0 
1995. Medium ‘Term Note 7.5590 duc January 19995. etek nee ee reine 42.0 42.0 
1994 Medium Term Note 8.81% due April 2000.................. eh eapeneene 50.0 50.0 
1997 Medium Werm Note 54200 due November 2002 serine cine eres 68.0 = 
11993 ‘Series /-2o0oiduenseptember 2 00 3seraee aint ne ee ao ees 60.0 60.0 
1994: Series'3273% due, | une 2004 ae eenien een ator Re ces sc Groce ee 100.0 100.0 
1995 ‘Seriess8/430ordwe June: 0 OSiace- ee sae sere ene ra ieee rene een ears 125.0 125.0 
1986 Series 9.85% due October 2006, redeemable October 1,2001............ 100.0 100.0 
1986 Second Series 10.25% due December 2006, 
redeemable December 222001 fer wets etree tee nie aetna eee ee 90.0 90.0 
1987 Series 12% due October 2007, redeemable October 15, 2002............. 125.0 125.0 
1989 Series: 10:20%idueiNovember2009 ere meter: esa eric n iain 125.0 125.0 
1990 Series: 11.40% due August 2010 2-55 wats on oeteisnsee wise te Seana) eee 125.0 125.0 
1990 Second Seriesulain/7%erdue) November 202 Obie rier ev recy teeter 100.0 100.0 
1991 Series 9:92% ‘due April 2022 504). eae an isteactotas eps oie Staats ester nntn ere 125.0 125.0 
1992 Series 9.40% due May 2023 40cm wiarasen cso china on aero needa 100.0 100.0 | 
1,385.0 1,373.0 
Other long term obligations, at rates from 4.1% to 12.0%... 1.1... eee eee eee 34.3 34.0 
$ 1,419.3 $ 1,407.0 
Non-recourse (secured only by specific project and plant assets) 
Barking Power Limited project financing, due to 2010, payable in British pounds: 
At fixed rates averaging 7.95%) aia ace ocala eins, wo enact east nae $ 116.6 $ 118.5 
At London Interbank Offered Rate plis:0.526990. 290 <6 sce - sas cue ae eae 196.3 202.5 
McMahon cogeneration plant term facility, at 9.01%, due to 2004................. 25.2 29.1 
Industrial Gas System credit facility, at 7.32%, due to 2006... 0.4... ssshuseeeses S12 26.7 
Osborne Cogeneration Pty Ltd. project financing at 9.43%, due to 2013, 
payable in Agstralian dollars... | 54 Gada nein + sw acuals « siete nee tee eas 55-1 8.7 
424.7 385.5 
Paseamounts due ‘within onesyear aco 3... vanes nok es 2 Pm ee eee 16.2 152. | 
$ 408.5 $ 370.3 


The minimum annual repayments of long term debt for each of the next five years are as follows: 


Recourse Non-Recourse Total 
NS Seep ween te tee ays) ctrayietes secne i yrahee ceca ae Oye entatG Aiisedr'e erheteo ne. aie $ 51.7 $ 16.2 $ 67.9 
I), cated 6. Ge 15:60. RUBE 9 EN: DRL RRO Oncaea ae Ore 56.4 IWS) UBedl 
PRUE Des 5G gE GRE RN ONE CES, ke PRT o ere ae eee ee 50.2 21.8 72.0 
BUD: % 5:5 Geb sd Silos SCs 048 Ole REN Cen) ee 0.2 24.2 24.4 
UDP ss 058 seedy end 000 ORE OO ODE OER REND PROSE OCONEE Rane ea 85.8 AIS) eZ, 

$ 244.3 $ 107.4 $ 351.7 


Of the $67.9 million due in 1998, $51.7 million is to be refinanced and is, therefore, excluded from long term debt due 


within one year in the balance sheet. 


Redemption Privileges 


Certain debentures of Canadian Utilities are redeemable prior to maturity on the dates specified above at the principal 


value plus accrued and unpaid interest. 


Fair Values 
Fair values for the above debt, determined using quoted market prices for the same or similar issues, are shown below. 
Where market prices are not available, fair values are estimated using discounted cash flow analysis based on Canadian 


Utilities’ current borrowing rate for similar borrowing arrangements. 


1997 1996 
REC OULSC Ra LX CG INALG a WaReMM Raat eae Pa cuanto cic -nlcuetcna a ses cit ce erste ca an le Site $ 1,762.2 $ 1,687.8 
SUI GPIB EM EUS 9 auy.4 Cloth. BOR bwiOio Wits OIG Pereeg oN one ie rE A RONEN tO 18.5 18.2 
$ 1,780.7 $ 1,706.0 
INon-recourse s—ilixecunateepewe riei itary stench: moines seeenct a cActe) sicnctes spine etomentone = eye ic sos $ 250.6 $ 189.4 
SLOANE ALC Page nsrallsi (a causa ayer tua nie ain eda eta ts orerin fale kisi ets 196.3 202.5 


$ 446.9 $ 391.9 


Osborne Cogeneration Pty Ltd. Project Financing 


Canadian Utilities has a 50% interest in Osborne Cogeneration Pty Ltd., a company formed to develop a cogeneration 
plant near Adelaide, South Australia. Construction commenced in 1996 and is expected to be completed during 1998. 
A project financing term facility has been arranged for a total amount of $175.0 million AUD ($163.0 million). 


Interest Expense 


Interest expense on non-recourse debt is shown net of interest capitalized of $2.7 million (1996 — $0.3 million). 


6. NOTES PAYABLE AND CREDIT LINES 

At December 31, 1997, Canadian Utilities had outstanding commercial paper of $5.3 million (1996 — $3.9 million), at 
an interest rate of 4.20%, maturing February 27, 1998. 

Canadian Utilities has operating credit lines totalling $523.2 million, of which $261.7 million are available on a committed 
basis by the lenders and $261.5 million are available on an uncommitted basis. These credit lines enable Canadian Utilities 
to obtain short term financing for general business purposes. At December 31, 1997, there was outstanding $14.5 million 
under committed credit lines (1996 — $14.0 million) and $11.8 million under uncommitted credit lines (1996 — nil). 
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7. PREFERRED SHARES 


Authorized: 


An unlimited number of Series Second Preferred Shares, issuable in series. 


Issued: 
Retraction and 
Stated Redemption 1996 
Value Dates Shares Amount Shares Amount 
(dollars) 
Retractable 
Cumulative Redeemable Second 
Preferred Shares 
590 Serics: One ninea $25.00 December 1,1998 5,000,000 $ 125.0 5,000,000 $ 125.0 
Ey WimmeKa nteCuIRG a ain nidigicrain'S ao! $25.00 June 1, 1999 6,000,000 150.0 6,000,000 150.0 
6.600 Series. 5... aeyaar ae eee $25.00 March 1, 2000 2,000,000 50.0 2,000,000 50.0 
$ 325.0 $ 325.0 4 
Non-retractable 
Cumulative Redeemable 
Preferred Shares 
SOOT Mecirercttcre eisai eet = $ = 40,000 $ 4.0 
ATA VOISETIESa aake enlace = = 15,000 1S) 
OYSELES Pan ate ae ene ee = = 50,000 5.0 
= 10.5 
Cumulative Redeemable Second 
Preferred Shares 
730. peries Gracies a eeiue eee = = 732,480 18.3 
TEIN Seis elocd Daren oes old Hoi o.0.c = = 604,570 15 
TelOO SetlessNi a ance ten cee eee = = 699,533 SIVA) 
820% Seriesi > eee ene mere = = 0235733 48.1 
= 99.0 
Perpetual Cumulative Second 
Preferred Shares 
5:46 Series'©) sey esere ace $25.00 May 1, 1999 1,600,000 40.0 1,600,000 40.0 
A 6390 Series. ba ae Cren ce eee $25.00 December 2, 2001 1,600,000 40.0 1,600,000 40.0 
A630) Series) UO sere emir ee $25.00 November 26, 2001 800,000 20.0 800,000 20.0 
4.6690 SeHeS: Vi ane eee $25.00 October a 2002 4,400,000 110.0 = = 
210.0 100.0 
$ 210.0 $ 209.5 


On October 3, 1997, all of the outstanding 5%, 41/4% Series and 6% Series Cumulative Redeemable Preferred Shares 
were redeemed at a price of $104.00, $102.50 and $101.00 per share, respectively, plus accrued dividends and all of the 
outstanding Cumulative Redeemable Second Preferred Shares Series C, L, N and P were redeemed at a price of 
$25.00 per share plus accrued dividends. 

On October 3, 1997, Canadian Utilities Limited issued $110.0 million of Perpetual Cumulative Second Preferred 
Shares Series V for cash. During the initial 5-year period, the dividend rate has been fixed at 4.66%. Thereafter, a new 
dividend rate may be established by negotiation between Canadian Utilities Limited and the holders of the shares. 
The dividends payable on the Perpetual Cumulative Second Preferred Shares Series O, T and U are fixed until May 1, 1999, 
December 2, 2001 and November 26, 2001, respectively, at which time a new dividend rate may be established by 
negotiation between Canadian Utilities Limited and the holders of the shares. 


Fair Values 


Fair values for preferred shares determined using quoted market prices for the same or similar issues are: 


1997 1996 | 


etia ClaD e Senee nent key ae en em ee PINE I Ara yeh rn Rise eudispussin vs Qloie we $ 330.7 $ 340.3 
EEE ee EEE ee ea 
INon=tetractabloms spur ater aan wer etter Nolet in ee Mere ses Sate tae cuanto eta giaw aeenijs $ 211.2 $ 215.1 


Redemption and Retraction Privileges 


The preferred shares of Canadian Utilities Limited may be redeemed at the stated value plus accrued and unpaid 
dividends. The Cumulative Redeemable Second Preferred Shares are retractable on the dates specified above at the 
option of the holder at the stated value plus accrued and unpaid dividends. 


3. (CAGNSS AQ AOSD (CULAR 18h ee Aiias 


| Class A Non-Voling Class B Voting Total 

| Shares Consideration Shares Consideration Shares Consideration 
Authonizede se < naedeaneernetomncrae Unlimited Unlimited | 
Issued and Outstanding: 

WMecembens 1. 199s nae ness eer aeaee 39,656,023 $ 353.8 24,051,367 $ 150.4 63,707,390 $504.2 
LISS Tes Peon tactics ey ceca pmmer aera orca 155,697 4.2 94,418 2.5 250,115 6.7 
Stock options exercised... ....0 6's» 13,000 0.3 = = 13,000 0.3 
Converted: Class B to Class A ...... 19,828 0.1 (19,828) (0.1) - - 
Decembersiy 1996 sears sane eeeiees 39,844,548 358.4 24,125,957 $ 152.8 63,970,505 $511.2 
purchasedian antes aah: Berra eet (659,220) (6.0) - - (659,220) (6.0) 
Stock options exercised sis:00 cei ches 28,400 0.7 = a 28,400 0.7 
Converted: Class B to Class A ...... 31,284 0.2 (31,284) (0.2) — = 
December3 1} 1997e. =. eee ene 39,245,012 $ 353.3 24,094,673 $ 152.6 63,339,685 $505.9 
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Shareholder Rights 


The holders of the Class A non-voting shares and the Class B common shares are entitled to share equally, on a share 
for share basis, in all dividends declared by Canadian Utilities Limited on either of such classes of shares as well as the 
remaining property of Canadian Utilities Limited upon dissolution. The holders of the Class B common shares are 


entitled to vote and to exchange at any time each share held for one Class A non-voting share. 


If a take-over bid is made for the Class B common shares which would result in the offeror owning more than 50% of 
the outstanding Class B common shares and which would constitute a change in control of Canadian Utilities Limited, 
holders of Class A non-voting shares are entitled, for the duration of the bid, to exchange their Class A non-voting 
shares for Class B common shares and to tender such Class B common shares pursuant to the terms of the take-over 
bid. Such right of exchange is conditional upon the completion of the take-over bid giving rise to the right of exchange, 
and if the take-over bid is not completed, then the right of exchange shall be deemed never to have existed. In addition, 
holders of the Class A non-voting shares are entitled to exchange their shares for Class B common shares of Canadian 
Utilities Limited if ATCO Ltd., the present controlling shareholder of Canadian Utilities Limited, ceases to own or 
control, directly or indirectly, more than 10,000,000 of the issued and outstanding Class B common shares of Canadian 
Utilities Limited. In either case, each Class A non-voting share is exchangeable for one Class B common share, subject 
to changes in the exchange ratio for certain events such as a stock split or rights offering. The complete text of the rights 
of exchange attached to the Class A non-voting shares is set out in a Certificate of Amendment dated September 10, 
1982 issued to Canadian Utilities Limited. 


Normal Course Issuer Bid 


On May 2, 1997, Canadian Utilities Limited commenced a Normal Course Issuer Bid for the purchase of up to 5% of 
the outstanding Class A non-voting shares. The offer will expire on May 1, 1998. 


Stock Option Plan 

Canadian Utilities Limited has a stock option plan under which directors, officers and key employees may purchase 
Class A non-voting shares at $23.76 to $34.46 on or before February 1, 2005 to May 14, 2007. The exercise of the 
outstanding options would not materially dilute earnings per Class A and Class B share. Changes in shares under option 


are summarized below: 


1997 1996 | 
Options at beginning of yearns s'est cee cy aa er deere) ofan eee 742,000 675,000 
Granted 3 Scses-hiisia aed Sse Ae eT RE ae ea 258,000 155,000 
EUKEVCISE, fii Rins sil staf taser eon gtieae teatro Ted dies mech gee een Re a ena arena are ee ee (28,400) (13,000) 
Settled cares wtae, sacar t eth pee alte oie eer alee MC roe EE Cn ener (152,500) (75,000) 
Options ‘at endkof year 2 Gone Pan caaie ioe Sag gS AL ae tes aera ee 819,100 742,000 


Retained Earnings 


The debenture trust indenture places certain limitations on Canadian Utilities which include restrictions on the 
p 
payment of dividends on Class A non-voting and Class B common shares. Consolidated retained earnings in the 


amount of $218.4 million are free from such restrictions. 


92 JOINT VENTURES 


Canadian Utilities’ interest in joint ventures is summarized below: 


1997 1996 
Statement of earnings 
IRENRERISS- «diy gtala. ra oro eects org, o870 ae DO GE Oise CES reo ec i Ra $ 188.8 $ 167.6 
Beier SOME RWC SCS emg ones aeons aye oy ee ieka ue fa ¢ byale clectie se We ea ca dow a i. 2/ 100.0 
ere ay eis eet ee Ie Ty ror ist welt ine was Wadena c's weed § 15.5 14.8 
BerP Maer AAT eR ANC OENCE fos toe arn as Gare n betaine Maisie esd ce eve Se ss wee he D2 26.0 
Parnings tron joint ventures before Income taxes... cas ce et ee sees eee $ 35.5 $ 26.8 
Balance sheet 
(CURTSIE COTES aon 56 Gite tv ovls a Bio tec, Last cer NET oO eee Ee ee Se rr $ 95.9 $ 68.0 
Craven: Pale 655 Gao oa 6 we ood Ugalde ey Mao ORRChe ne DI IO acer eee (69.2) (57.9) 
BEDE ay Mat ANG GU DING IGE of yews chia as se ese Roe tarn a Om, a's Kd WA De ee ws 456.6 410.7 
Weferredsitems ic os pae we eee ot mA are na eh arn sh acou hse ios) 6 selicliu's wu slle: abies iktont (50.4) (36.4) 
WOME Cree MONET CCOURSE Mat pa taut hc w oda ties 6 Eas eG er hae eae ewes (378.7) (345.3) 
ATIVeStinlenitsltal | OULESVCMtULeS Pe pene n ceycits coat cane ets Rehemsieoiserers toe alee: sicusielale sete ae $ 54.2 $ 39.1 
Statement of changes in cash position 
PDE PELTED TR 6 ea Ba Ben Pd la (Pa Pa $ 45.7 $ 36.2 
ETERS Rd A rah BO cot MENA, une VA keene oc8 e/a gee (66.3) (13.4) 
UTE CNG SC 6 Ae Bae ea cr iy caro eA arena er Clea Rene aaa a ao 21.8 (49.8) 
biveve 422M QerTeace) 1Nicaci DOs ioe yar welts e en Upmio iecce entree ema an + © le oe Piedad $ (27.0) 


Current assets include cash of $35.1 million (1996 — $34.6 million) which is only available for use within the 


joint ventures. 
Non-recourse debt is secured only by joint venture assets. 


LOS RELATED. PARTY  ERANSACTIONS 


In the normal course of business with its parent corporation, ATCO Ltd., and affiliated companies, Canadian Utilities 
incurred administrative expenses and licensing fees totalling $2.0 million (1996 — $2.6 million) and recovered 


administrative expenses and business development costs totalling $1.9 million (1996 — $0.3 million). 
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11. RETIREMENT BENEFITS 


1997 1996 


Pension costs: 


Expensed (recovered)... <o.0/sc ein ob wieieuese oie ee ote (otecletety since tae nao $ (7.3) $ 9.2 

Capitalized ois. cise v5 dete sin x ehde ha aye ot sha ise ale ene eee Ree ee (0.1) 2.0 
(7.4) ii 

Other retirement benetitsiexpensedaa erent tera een ee eae eee 1.3 1.2 


$ (6.1) $12.4 
Corporate contributions: 
| csats 0) 1 eae ae therein ee ce trots Miyois Glo Goce Oa no Oe odo Sb G.00 0.00 4 $ 2.3 $ 3.8 
Other retirement benefits ...¢-2.4 eee sense cere Dee eee 1.3 Ne 
$ 3.6 $ 5.0 
Net change in deferred pension assets. . > -.ars igs r-0 re ene een ene $ 9.7 $ (7.4) 


The cumulative excess of contributions over costs of $12.5 million (1996 — $2.8 million) is included in other assets. 


The present value of the accrued pension benefits based on actuarial calculations and the net assets available to provide 


for pensions under the defined benefit plan are as follows: 


1997 1996 
Market value of assets’... ¢...<.2) dic dcausts an a eee he eR ee $ 1,058.0 $ 935.0 
Accrued pension benefits «..¢6/4,c:0 jose asa.a atm tes abst eens oe Re ee 748.6 716.8 
Srphss ang eo seg o's mud ae ss ate gs Le ave ae ON $ 6309.4 $ 218.2 


12. COMMITMENTS AND CONTINGENCIES 


Minimum operating lease payments, which extend over periods not exceeding 14 years, are as follows: 


Total of All 
1998 1999 2000 2001 2002 Subsequent Years 
$11.2 $11.1 $10.3 $9.8 $9.7 $32.1 


Canadian Utilities is party to a number of disputes and lawsuits in the normal course of business. Management 
is confident that the ultimate liability arising from these matters will have no material impact on the consolidated 


financial statements. 


In late 1997, Canadian Western Natural Gas Company Limited initiated a negotiated settlement process with its 
customers to establish 1997 capital structure and return on equity and 1998 rates. An agreement and approval by the 
EUB is expected in 1998. 


iSoeS EG MEIN IED. I 


Business Segments 


NFORMATION 


Technical 
1997 Electric Natural Facilities Corporate 
1996 Power Gas Management and Other Consolidated ” 
SSIES: sate O18 Se pate dea en OE $ 837.7 $ 994.7 $ 98.2 $ 12.3 $ 1,927.6 
$ 811.7 $ 912.6 $ 89.3 $ 14.7 $ 1,813.1 
eee ACR DICASES iso agi loa a nsio's She) wt hw lepsonie so ove 402.6 719.0 86.9 15.8 1,209.0 
384.7 623.4 77.4 15.8 1,086.1 
Depreciation and depletion. cis. cies wie owes 113.4 77.8 ilo”) 0.3 192.7 
ale eel 700 ilgil 0.9 186.0 
Praancine charges and other 0. |. vo oe ees wen 115.2 54.6 (1.1) (4.8) 163.9 
1275 62.9 (0.6) (2.0) 187.8 
Earnings Derore sncome’ TAkeS@eG Ss uA. lS Sle ous $ 206.5 $ 143.3 $11.2 $ 1.0 $ 362.0 
$ 186.4 $ 155.4 $11.4 ta $ 353.2 
Motaleasset semen Suh use tener ee Sach scene tard kcser Tato} $ 2,570.7 $ 1,473.5 $39.4 $11.4 $ 4,090.7 
$ 2,487.5 $ 1,413.8 $ 32.5 $ 9.3 $ 3,936.6 
Re ADIEAEXPOMALUILES jo) 6.2) S cus cn's wesc Rossa eos Spee $ 189.0 $ 153.8 $ 1.4 $ 2.7 $ 346.9 
$ 139.5 $ 111.6 $ 1.2 ee $ 252.3 
” Inter-segment transactions have been eliminated in the consolidated column. 
Geographic Segments 
Domestic Foreign Consolidated 
i= 
1997 1996 1997 1996 1997 1996 
eVeNilesee Mirdaninls sia; - sain sve alae $1,765.9 | $1,669.2 $ 161.7 $ 143.9 $1,927.6 | $1,813.1 
Earnings before income taxes........ $ 331.4 essi $ 30.6 $ 21.7 $ 362.0 | $ 353.2 
Mlotalrassetomreeaner ce leremtaine score $ 3,587.1 $ 3,494.2 $ 503.6 $ 442.4 $4,090.7 | $3,936.6 
ce ey 
Capea expenditures: 5 ss Ste $ 287.1) $ 238.6 $ 59.8 $ 13.7 $ 346.9 | $ 252.3 
ene ces Se eel 


Foreign activities consist of investment in, and operations of, the Barking Power Plant in 
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maintenance of the Alaska Radar System and investment in the Osborne Cogeneration Plant in Australia. 
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CONSOLIDATED TEN YEAR FINANCIAL SUMMARY 


EARNINGS ATTRIBUTABLE TO 
CLASS A AND CLASS B SHARES 


EARNINGS PER 
CLASS A AND CLASS B SHARE 


(millions of dollars) (dollars) 
200 3.00 
180 
2.50 
160 
140 
2.00 
120 
100 1.50 
80 
1.00 
60 
40 
0.50 
20 
Oo 0.00 
88 89 90 91 92 93 94 95 96 97 88 89 90 91 92 93 94 95 96 97 
eal Earnings retained per share 
Dividends paid per share 
CAPITALIZATION REVENUES 


(millions of dollars) 


4000 2000 


3500 1800 


1600 
3000 
1400 


2 
Ss 1200 


2000 1000 


1500 sai 


600 
1000 


500 


88 89 90 91 92 93 94 95 96 97 


a Long term debt — non-recourse 


Long term debt — recourse 


(millions of dollars) 


88 89 90 91 92 93 94 95 96 97 


& Other 


Electric power 


Preferred shares Natural gas 
& Shareholders’ equity 
EQUITY CASH FLOW 
PER SHARE FROM OPERATIONS 
(dollars) (millions of dollars) 
20.00 450 
17.50 400 
15.00 os 
300 
12.50 
250 
10.00 
200 
7.50 
150 
5.00 
100 
2.50 50 
r 
0.00 fe) 


88 89 90 91 92 93 94 95 96 97 


88 89 90 91 92 93 94 95 96 97 
— 


(Dollars in millions, except as indicated) 
EARNINGS 
Revenues Electric power. aici... = eee 
(excluding inter-segment) Natural! gas... <1: .aw-daye ee eee 
Technical facilities management ................ 
Non-utility oilland/gasia2 aos 
Corporate‘and other.): ==: sere eee nee 
Costs and expenses Natural! gasisupply-ia; isc)sere ele ee eee eee 
Fuel and purchased power..............e0se00- 
Operation and maintenance ..................- 
Depreciation and depletion.................-.. 
Franchise, property and other taxes.............. 
Financing charges and other Interest expense - recourse debt............... 
= non-recourse debt ater 
Dividends on retractable preferred shares.......... 
Allowance for funds used) a. of eee ene 
Interest and /otherincome) 4s eee 
Earnings betore/income taxes). s4 1. . «1-11 ete eee 
Income taxes. :0.0!.6. 3.00 sd a sists test arene elnat ele ene oe eee 
Net earings... otc sc us omnes sume sacle ie seneene eae 
Dividends on non-retractable equity preferred shares... ......0.-0.e0eeeeeeees 
Earnings attributable to Class A and Class B shares..........0.00cecevseueeee 
SEGMENTED EARNINGS 
Electric power, ...)¢a.c ss « sjer soley ae e 2 e epee ee eae eee 
Natural £48 si ois e's seuids ue wa ynlowe amc aera alee 
Technical'facilities management... J. + 4em)- sides ee 
Non-utility oil and:gas: 0.05 .2)s00 042 «nt as ke cc slo e aeeeee 
Corporate andiother 0:0 ie. gorse saceuinerse et aos Ase ete een ee 
CASH FLOWS 
Operations: s..5.. Sisie escsierc ang a ovine shee aniston coe ee 
Class Avand.B dividends ./....s000. «00-02. oe + an eee ee 
Capital expenditures'—"net~<-/..)2 <0... os iiss dei ane ee 
Financing ego ois. esis stale nie scale ae erate Ore 
CLASS A & B SHARES 
Shares outstanding” (thousands) At end of year =e 
Weighted average for year. . . 
Return on equity* (earnings attributable / weighted average equity).............-. 
Earnings per share* ($) (earnings attributable / weighted average shares) ........... 
Dividends’ paid per’share*($). 5. 0.0. 2s Accs es oniccss os den aoe 
Equity per share* ($) (shareholders’ equity / end of year shares) ..............0-0. 
Stock market record - Class A non-voting shares High) 0:05 crt 
Low... 6 s\s2:5 ee 
Close 114-16 eee 
Daily trading volume ...... 
Stock market record - Class B common shares High 52: . Qcaeeeeter eee 
Lows, 0.1. ee eee 
Close Seo .his. eee 
Daily trading volume ...... 
OTHER FINANCIAL INDICATORS 
Payout ratio (dividends / earnings attributable) ............ cece eee eee ceeeucee 
Interest ‘coverage (pretax)... Sassen se lero ae ae toe 
BALANCE SHEET 
Property, plant, and equipment = QTOSS aera... fooler 
SSO E Albin ace ARE OS 
Total assetsy.. wise .s'acrtete On od ste Ben nee Cea ee 
Capitalization 
Notes payable and long term debt - recourse........ 
Long term debt - non-recourse...........0..0004 
Retractable’ preferred sharessy--)) son-1a< scissor 
Non-retractable equity preferred shares............ 
Shareholders’ equity"; 2. spats eeueins sae 
Total capitalization’. </:/..th%s.aase eh ets oo SO ee eee 


Capitalization ratios - year end 
Notes payable and long term debt - recourse........ 
Long term debt - non-recourse............0..00- 
Retractable preferred| shares... = 4../.):1e sans Oa 
Non-retractable equity preferred shares............ 
Shareholders’ equity®A-are oa sce eee ee 


* Includes Class A non-voting and Class B common shares. 


? 
: * 
’ af ' 


= 7 ma ~ — 


1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 
oe 837.5 811.5 770.8 688.0 625.2 568.0 491.4 455.6 442.3 427.4 
MO ses 993.1 912.0 805.4 913.3 7761 647.1 656.7 646.5 636.4 622.9 
We 96.5 88.9 97.1 55.7 57.5 49.1 30.1 22.4 10.4 1.5 
sls ins: = = = = . = = 104.6 107.3 106.9 
eee. 0.5 0.7 0.7 5.5 1.8 4.0 32 3.0 4.0 1.9 
1,927.6 1,813.1 1,674.0 1,662.5 1,460.6 1,268.2 1,181.4 1,232.1 1,200.4 1,160.6 
Tr. 400.8 311.1 275.8 409.9 328.3 240.6 272.2 291.6 294.5 284.1 
ce 193.8 175.6 164.1 126.7 88.8 87.6 75.9 65.5 61.2 65.6 
isin: 510.5 500.8 467.3 394.4 367.9 350.5 316.2 353.7 347.9 315.4 
Re ce... 192.7 186.0 170.8 159.3 142.0 124.2 107.3 114.5 126.4 102.3 
WP is 103.9 98.6 93.5 98.8 88.8 76.1 74.0 71.0 67.3 61.8 
1,401.7 7 1,171.5 1,189.1 1,015.8 879.0 845.6 896.3 897.3 829.2 
Wn. 138.6 150.4 153.3 150.2 144.5 138.9 137.3 127.4 108.5 103.6 
ee 34.1 30.8 22.4 0.2 = = 2 - = = 
a 18.6 27.8 31.6 B.8 33.1 37.0 40.7 37.7 37.8 37.8 
. 40keeeeeaee (6.7) (6.6) (6.6) (4.0) (5.0) (23.2) (36.2) (32.6) (27.8) (20.5) 
sa (20.7) (14.6) (9.4) (5.0) (7.2) (11.6) (5.1) (2.2) (4.2) (3.5) 
163.9 187.8 191.3 173.7 165.4 141.1 136.7 130.3 1143 117.4 
We. 362.0 353.2 311.2 299.7 279.4 248.1 199.1 205.5 188.8 214.0 
ousoq ee 168.1 172.8 149.5 148.8 131.8 110.0 82.4 97.8 90.9 106.9 
ee... 193.9 180.4 161.7 150.9 147.6 138.1 116.7 107.7 97.9 i071 | 
css 12.4 91 10.5 OM 18.8 16.5 8.1 42 4.4 43 
We... 181.5 171.3 151.2 138.2 128.8 121.6 108.6 103.5 93.5 102.8 
ee... 104.8 88.7 91.2 83.3 77.4 81.4 70.5 62.9 65.9 57.6 
ics os 74.4 79.6 61.7 57.4 49.0 38.8 38.7 35.6 37.1 43.1 
Ws. 6.1 6.5 6.8 5.4 6.3 3.6 12 0.6 (0.6) = 
WS, = 1.5 0.5 1.9 DE 3.4 BD) 4] (9.2) Dil 
_ woe (3.8) (5.0) (9.0) (9.8) (6.2) (5.6) (4.0) 0.3 0.3 (0.6) 
181.5 7s 151.2 138.2 128.8 121.6 108.6 103.5 93.5 102.8 
eee 401.6 383.0 340.8 294.8 276.8 240.4 222.6 221.7 219.8 213.7 
one RO 99.5 94.5 92.4 89.5 88.2 85.2 83.9 81.2 80.0 71.9 
el... 353.8 257.6 329.0 309.6 392.9 376.1 322.9 348.9 322.1 249.0 
see 165.1 100.7 168.6 167.5 202.6 


63,340 


60,818 


Supe) 


196d on See 63,714 63,940 63,695 62,132 62,112 60,940 60,824 59,586 59,485 54,813 
BBM sich cic <5 14.8% 14.8% 14.0% 13.7% 13.4% 13.5% 12.5% 11.8% 10.9% 13.7% 
1th oe 2.85 2.68 PSM 2.22 2.07 2.00 179 1.74 1.57 1.88 
503.4 Oe 1.56 1.48 1.46 1.44 1.42 1.40 1.38 1.365 1.345 1.325 
10860 5.0 Sa pOe 19.66 18.70 17.42 16.62 15.83 15.18 14.48 14.08 14.60 14.37 
+ o.6 ate 41.25 34.50 26.25 27.00 26.88 23.00 21.38 22.00 22.38 20.38 
Bs hcisisxe:s ss 30.40 25.13, 21.88 21.88 20.25 18.75 18.63 18.25 18.75 18.00 
,o Sac Seer 40.65 30.55 26.00 24.00 25.63 20.50 20.75 20.38 21.88 19.63 
0060 S3egeae 23,874 28,701 25,106 18,748 37,837 38,687 30,058 13,134 35,857 15,125 
oC OR Aces 41.20 34.50 26.25 27.38 26.88 23.00 21.75 22.00 22.38 20.50 
108 OF eta 30.65 25.50 22.00 23.13 20.38 18.75 18.63 18.25 18.75 18.50 
of SOO 40.70 30.10 26.00 24.13 25.63 20.75 21.38 20.50 22.00 19.50 
sce Gee 6,967 1,441 8,311 3,589 6,568 7,234 4,439 5,432 125515) 9,384 
333 00peaee 55% 55% 61% 65% 69% 70% 77% 79% 86% 70% 
Bes bee eics 3.20 3.10 eh) 3.21 Baly, 3.05 PRIS) 2.91 3.10 3.43 
60 eee 5,783.4 5,460.8 5,200.6 4,928.7 4,631.7 4,271.5 339392 3,640.6 3,628.2 3,322.3 
+) OC Cee 3,598.6 3,474.4 3,397.8 3,274.3 S29 2,884.6 2,662.0 2,468.7 2,432.4 2,265.6 
> 56/0: Gp Ree eer 4,090.7 3,936.6 3,906.2 3,680.3 Ses 3,236.9 2,996.3 2,799.8 2,707.3 2,504.5 
> So5 Roe 1,424.6 1,410.9 1,553.9 1,423.5 1,425.3 1,318.9 1,210.3 1,192.6 1,036.3 883.1 
“26.0 ORO 408.5 370.3 345.9 282.6 157.9 60.5 = = = = 
53:00 See 325.0 325.0 450.0 550.0 410.0 485.4 512.4 486.2 487.8 487.8 
20 ORIG Sees 210.0 209.5 156.4 139.0 270.1 213.9 213.9 50.0 68.9 71.8 
65 eae 1,245.4 1,195.9 1,109.8 1,033.0 983.4 942.4 880.6 856.1 869.0 854.0 
>. SOCIO RO 3,613.5 3,511.6 3,616.0 3,428.1 3,246.7 3,021.1 2,817.2 2,584.9 2,462.0 2,296.7 
2.5 cnc SOR ERRRER 39% 40% 43% 42% 44% 44% 43% 46% 42% 39% 
on Fae 11% 11% 9% 8% 5% 2% = = = = 
3 Sage eae 9% 9% 13% 16% 13% 16% 18% 19% 20% 21% 
Batetah eee se ccs 6% 6% 4% 4% 8% 7% 8% 2% 3% 3% 
“on OR COO 35% 34% 31% 30% 30% 31% 31% 33% 35% 37% 
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CONSOLIDATED TEN YEAR OPERATING SUMMARY 


NATURAL GAS SYSTEM 
THROUGHPUT 


(petajoules) 


800 


700 


600 


500 


400 


300 


PROPERTY, PLANT 
AND EQUIPMENT (NET) 


(millions of dollars) 


4000 


3500 


3000 


2500 


2000 


1500 


1000 


500 


JOINT VENTURE OPERATIONS 
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88 89 90 91 92 93 94 95 96 97 
BD total assets. 


GAS AND ELECTRIC 
CUSTOMERS AT YEAR END 
(thousands) 
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88 89 90 91 92 93 94 95 96 97 88 89 90 91 92 93 94 95 96 97 


& Sales & transportation — affiliates | Electric utility 
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ELECTRIC SALES 
(millions of kilowatt hours) 
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(Dollars in millions, except as indicated) 


Electric Utility 


Property, plant/and| equipment = gt0ss\pa\.:-1a)vateteneteratel ete tet 
Accumulated depreciation aaj fejim o/s aye fooler ae eee 
Unamortized contributions for extensions to plant............+-++++0se0eeee 
Property, plant-and equipment inet) ye ~ sissies eerste aoe 
Growth over prior year ic.oi3. 6 se, 0je1+ niejoheieelm osckenal «it cte rete tate ee 


Capital expenditures = neti... 0 or ines wim ole erebbelele ote) alee nent tee eee 


Generating capacity (thousands of kilowatts). ..........0.++seeeeeeeeeeeees 
Maximum hourly demand (thousands of kilowatts) ...........2--.002--00ees 


Power lines (thousands: of/kilometres)) .. << secre) sie saneel cee enenene ete 


Retail sales (millions:of kilowatt hours)/ =o. «1.2 c/s realest eee 
Growth over prior year «ocici50.0' ous olen omeie eietol aleve Ohne n eR tatiana 
Average annual use per residential customer (kWh). ............-.00000eeeee 
Average annual billing per residential customer ($) ..........--2220eeeeeeees 


Customers at year end (thousands) 3505 seine rete 


Natural Gas Utility 


Property, plant and! equipment = gross:..< << -)ereeseiel= 61 eerste is tene oleae ene 
Accumulated depreciation ...:..<.60.6 << <0 «1+ sete <iaicle = ole eee 
Unamortized contributions for extensions to plant.............+--+es-seeeee 
Property, plant'and equipment = net = <<)... = <isicieis s)oreletel eel telensieis ete ee 
Growth over prior year ..c..orecee a0 vieie: 4 o\areie/oleyereies ale sie) select eee 


Capital expenditures — nets. 205 cu. ve 0 sleet oie cloner napster ete ete 


Pipelines (thousands of kilometres)... /i0 21 cleretetenel=<)eterettcn tate aee 


Maximumi daily demand  (terajoules) 24 << ieraeysieis vee itis eee 


Sales (petajoules) io... 6... :s1s:srejnsie nets wis aye ale icles oneehee este leeeaa ie ee hepeeet eer 
‘Transportation (petajoules)\s aja .fite.50¢ sistetoeiely ingots eee acre eee 
Salesiand transportation) — aftiltates) (petajoules)imrayerletee<tceiet tet) eee tel ede eels 
‘Totalisystem:throughput (petajoules)/f2.4.-) sacra cia eee eee ee eee eet 
Growth over prior year i5:c.1asneyaioe-o 0 = stot etete erste ts ere orate Tso kon eae 


Average annual use per residential customer (gigajoules) ...........---.-.255- 


Average annual billing per residential customer ($) .........0000 eee ee eee eee 
Degree days =H MmOn ton is mermctas Graeme rte ae enter 
= Calgary ir nda ha eterna a eens erate 


Customers'at yearend (thousands) #575... suemee heetea emia s eo we eee 


* Degree days - Edmonton - are defined as the difference of the mean daily temperature fre 
** Degree days - Calgary - are defined as the difference of the mean daily temperature from 


1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 
.. oe 3,061.2 2,962.6 2,848.7 2,747.9 2,665.1 2,550.8 2,440.5 2,278.0 2,076.5 1,892.9 
. «deere 1,053.9 971.1 881.3 800.8 723.7 646.2 583.9 529.0 468.5 413.5 
jae 150.0 136.6 129.2 121.3 117.8 112.5 ilntteal 110.6 107.4 96.1 
oe 1,857.3 1,854.9 1,838.2 1,825.8 1,823.6 1,792.1 1,745.5 1,638.4 1,500.6 1,383.3 
- oe 0% 1% 1% 0% 2% 3% 7% 9% 8% 5% 
BE css le 127.0 129.7 121.3 102.1 111.1 126.4 177.6 207.9 191.1 125.0 
... een 1,452 1,446 1,446 1,439 1,436 1,427 1,425 1,424 1,232 1,235 
cscs 3. 1,324 1,331 1,454 1,313 1,292 1,284 1,183 1,235 1,135 1,055 
. ooo 54.9 53.9 53.1 51.3 50.0 49.0 48.4 47.9 46.8 45.5 
_. 1309 poe 10,089 9,760 8,886 8,595 8,035 7,660 7,188 6,799 6,467 6,083 
. oe 3% 10% 3% 7% 5% 7% 6% 5% 6% 12% 
>. oe 7,381 7,743 7,479 7,573 7,522 7,352 7,742 7,689 7,577 7,360 
«0 on Ceo 784 807 784 789 768 691 675 608 556 582 
BME hos os 183.3 179.8 176.8 174.0 171.1 160.9 159.0 157.0 154.6 152.5 
cc cin ss 2,080.2 1,941.6 1,875.3 1,773.1 1,670.8 1,577.8 1,468.9 1,352.5 1,255.0 1,184.7 
eee 695.5 626.5 570.7 529.2 481.4 447.3 414.1 372.9 341.5 305.0 
20 211.9 201.1 191.8 186.5 175.8 172.7 162.8 155.6 147.3 138.8 
ssi es 1,172.8 1,114.0 1,112.8 1,057.4 1,013.6 957.8 892.0 824.0 766.2 740.9 
on ee 5% 0% 5% 4% 6% 7™% 8% 8% 3% 3% 
0 Oeeee 147.5 83.6 131.0 119.3 128.6 131.7 124.7 111.9 78.5 73.3 
. ee 39.8 38.8 38.4 37.6 37.0 36.9 36.3 35.3 34.8 34.4 
.. Soe 2,791 2,821 2,650 2,335 2,292 2,482 2,308 2,388 2,524 2,062 
_ apse 212 242 217 211 203 203 209 215 214 203 
oS See 508 464 337 302 277 237 221 194 217 194 
3 21 21 100 65 61 58 61 60 64 68 
MM ss ee 741 727 654 578 541 498 491 469 495 465 
oe 2% 11% 13% 7% 9% 1% 5% (5%) 7% 13% 
. 148 175 157 154 152 149 154 161 161 148 
oe 677 648 602 695 620 514 524 535 532 497 
BM ase ess 3,964 5,018 4,322 4,274 3,864 3,863 3,875 4,127 4,191 3,648 
eee 5,031 6,018 5,324 5,030 5,049 4,778 4,790 4,968 5,173 4,493 
A 756.6 738.1 725.2 713.8 698.8 689.1 673.2 661.3 644.7 631.5 
es Celsius, 
elsius. 
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CORPORATE INFORMATION 


CANADIAN UTILITIES LIMITED 
OPERATING COMPANIES 


Electric Power 


Alberta Power Limited 

The Yukon Electrical Company Limited 
Northland Utilities (NWT) Limited 
Northland Utilities (Yellowknife) Limited 
CU Power Australia Pty Ltd. 

CU Power International Limited 

CU Power Canada Limited 

CU Power Generation Limited 

Thames Power Limited 

Barking Power Limited 

Thames Power Services Limited 


Thames Valley Power Limited 


Natural Gas 


ATCO Gas Services Ltd. 

Canadian Western Natural Gas Company Limited 
Northwestern Utilities Limited 

CU Water Limited 


Technical Services & Facilities Management 


Frontec Corporation 

Frontec Logistics Corp. 
Frontec Services Limited 
ATCO ‘Travel Led. 

Frontec Property Management 
Narwhal Arctic Services 
Torngait Services Inc. 


Ugsug Corporation 


CORPORATE HEAD OFFICE 


1500, 909 - 11th Avenue S.W. 
Calgary, Alberta T2R 1N6 
Telephone: (403) 292-7500 
Fax: (403) 292-7643 


», CAMERON S. RICHARDSON 


It 1s with a great sense of sorrow that all Directors, 
Officers and people of the ATCO Group, together 
with a host of people around the world, reflect on the 
passing of Mr. Cameron S. Richardson. 


Cam Richardson, who began his career with ATCO 
Group in 1959 and retired in 1997 — a Director; 
Senior Vice President, Finance &F Chief Financial 
Officer of ATCO Ltd. and Canadian Utilities Limited 
- passed away on January 28, 1998 in Calgary, Alberta. 


His contributions to our company’s success, to the people 
who make up our endeavours, and to our customers 


are legendary. 


On behalf of all his friends and colleagues, 
we offer to his loving wife Dale and his ae 


our heartfelt condolences. 


SHAREHOLDERS’ INFORMATION 


INCORPORATION 


Canadian Utilities Limited was incorporated under the 
laws of Canada on May 18, 1927 and was continued 
under the Canada Business Corporations Act by 
Articles of Continuance on August 15, 1979. 


. ANNUAL MEETING 


The annual meeting of shareholders will be held 
at 10:00 a.m., Wednesday, May 13, 1998 at 
Hotel Macdonald, Edmonton, Alberta. 


AUDITORS 


Price Waterhouse 


Calgary, Alberta 


COUNSEL 


Bennett Jones Verchere 


Calgary, Alberta 


TRANSFER AGENT AND REGISTRAR 


Class A non-voting and 

Class B common shares 

and Second Preferred 

(Series Q, R and S) Shares 

CIBC Mellon Trust Company 
Montreal/Toronto/Calgary/Vancouver 


TRUSTEE AND REGISTRAR 


Debentures : 

National Trust Company 

by its agent 

CIBC Mellon Trust Company 
-Montreal/Toronto/Winnipeg/ 

Calgary/Vancouver: 


= 


STOCK EXCHANGE LISTINGS — 


Symbol ; 
Class A non-voting cu ee, 
Class B common CUK ean 


Cumulative Redeemable Ue 
Second Preferred Shares _ 
5.90% Series Q. 
5.30% Series R 
6.60% Series S 


~CU.PR.D 


ATCO GROUP 
ANNUAL REPORTS 


Annual Reports to Shareholders and 
Discussion and Analysis for Canadian 
Limited and its parent company, ATCO Ltd 


available upon request from: 


ATCO Ltd. & Canadian Utilities Limited _ 
1500, 909- 11th AvenueS.W. 
Calgary, Alberta T2R 1N6 
Telephone: (403) 292-7500 


SHAREHOLDER 
INQUIRIES 


Dividend information and other inquiries concerning _ 


shares should be directed to: 


CIBC Mellon Trust Company 
Stock Transfer Department 
600 The Dome Tower 

333 - 7th Avenue, S.W. 
Calgary, Alberta T2P 2Z1 
Telephone 1-800-387-0825 
(toll-free in Canada or U.S.A.) 
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Ci 
CANADIAN UTILITIES LIMITED 


An ATCO Company 


Printed in Canada 


